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HOUSE OF REPRESENTATIVES

THURSDAY, MARcH 18, 1954

The House met at 12 o’clock neon.

Dr. Cary N. Weisiger, Mount Lebanon
United Presbyterian Church, Pittsburgh,
Pa., offered the following prayer:

Our gracious God who dwellest in a
high and holy place far above the con-
fusion of the nations and of men, we
invoke Thy presence here today. We
thank Thee for the blessings of this new
day of life and of health and of work
to do. Grant Thy spirit of wisdom and
of grace to these Thy servants who are
also the servants of our country. Guide
them in their transactions in the midst
of the pressures and haste of modern
life. Give them the courage to do what
they believe to be right to do. We pray
for those who were recently stricken that
Thou wilt grant them a full and complete
recovery. Forgive our shortcomings and
our transgressions. May the peace_of
God that passeth all understanding
guard each heart and mind this day.
Through Jesus Christ our Lord. Amen.

The Journal of the proceedings of
yesterday was read and approved.

ADDITIONAL APPROPRIATION FOR
DEPARTMENT OF LABOR, 1954

Mr. BUSBEY. Mr. Speaker, I ask
unanimous consent to take from the
Speaker’s table the joint resolution
(H. J. Res. 461) making an additional
appropriation for the Department of
Labor for the fiscal year 1954, and for
other purposes, with a Senate amend-
ment thereto, disagree to the Senate
amendment and agree to the conference
asked by the Senate.

The SPEAKER. Is there objection to
the request of the gentleman from
Illinois? [After a pause]. The Chair
hears none and appoints the following
conferees: Messrs. Buseey, DBUDGE,
TABER, FOGARTY, and FERNANDEZ,

COMMITTEE ON APPROPRIATIONS

Mr. TABER. Mr. Speaker, I ask
unanimous consent that the Committee
on Appropriations may have until mid-
night, tomorrow night, to file a privileged
report on the deficiency bill.

The SPEAKER. Is there objection to
the request of the gentleman from New
York?

Mr. CANNON. Mr. Speaker, reserving
the right to object, we are having a
plethora of deficiency bills. This is the
third deficiency which has been sub-
mitted to us recently, I wonder if the
gentleman would tell us what is in this
bill and what is the necessity for ex-
pediting its consideration at this time.

Mr. TABER. There are 2 or 3
items that are regular deficiencies like
veterans' benefits and the public roads
setup. I think over a long period of years
those items have always had something
of that character.

Mr, CANNON. Mr. Speaker, may I
ask the gentleman when he expects to
bring this bill to the floor and if there
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will be a request to dispense with the
3-day rule.

Mr. TABER. There will be no request
to disregard the rule, but we probably
will not be able to take it up before Tues-
day; I think perhaps we can do it then.

Mr. CANNON. Mr. Speaker, I with-
draw my reservation of objection.

The SPEAKER. Is there objection to
the request of the gentleman from New
York?

There was no objection.

Mr. CANNON. Mr. Speaker, I reserve
all points of order against the bill.

SPECIAL ORDER GRANTED

Mrs. ROGERS of Massachusetts
asked and was given permission to ad-
dress the House for 5 minutes today, fol-
lowing any special orders heretofore
entered.

THE HONORABLE LOUIS E. GRAHAM

Mr. SIMPSON of Pennsylvania. Mr.
Speaker, I ask unanimous consent to
extend my remarks at this point.

The SPEAKER. Is there objection to
the request of the gentleman from
Pennsylvania?

There was no objection.

Mr. SIMPSON of Pennsylvania. Mr.
Speaker, I should like to direct the atten-
tion of our colleagues to the following
editorial which appeared in the January
11, 1954, issue of the News-Tribune,
Beaver Falls-New Brighton, Pa.:

WE AR FORTUNATE IN HaviNg Mgr. GRAHAM
AS OUrR REPRESENTATIVE IN CONGRESS

Louvis E. GraHAM, now representing the
26th Congressional District of Pennsylvania,
comprising Beaver, Butler, and Lawrence
Countles, is a must for a return to the lower
House of Congress. Mr, GraHAM is nation-
ally recognized for his ability, and it would
be to the lasting discredit of this district not
to return him for another term. He is now
the top-ranking member of the Judiciary
Committee of the House of Representatives,
and this committee is one of the most power-
ful in the entire congressional setup. Not
only is Mr. GraHAM's outstanding ability
acknowledged by his fellow House Members,
but he has on a number of occasions been
called into conference on legislative matters
by President Eisenhower. Both Republican
and Democratic Members of the House from
other States frequently call upon Mr. GRAHAM
for sound advice on legislative matters. He
is highly respected by congressional leaders
for his vast knowledge of law and his wise
and judicial advice. Only a man who has
served long years and has gained through
experience a vast and understanding wisdom
would his fellow lawmakers come to share in
this valuable and wide knowledge.

Mr. GraEAMm is a serious-minded public
official, always interested in the general wel-
fare first of the Nation and of the district
he so ably represents. He is not easily
swayed by pressure groups only interested in
their own selfish gains. He is and has always
been willing to assist in individual and group
problems where they do not conflict with the
interest or welfare of his district as a whole.

He is on the job day in and day out, and
holds one of the best records in Congress
for his attendance at all sessions. He is
no absentee or cloakroom politician. He has
the courage to be on hand to face all issues.
He is a good Congressman by any standard
of measurement. His record is one that his
district can well be proud of and it is such
that we again repeat that he should be re-
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turned to office this year to be our Congress-
man.

This is going to be a critical year in some
respects in our Nation's history. We will
need men in Congress that have the experi-
ence, have personal courage and fortitude,
possessing a keen foresight that they may
well help the President to chart a course
for the ship of state for the trying periods
ahead. Right now with Mr. GrRaEaM in Con-
gress, the 26th Congressional District of the
Keystone State can be assured that we as
citizens of this great country can rest assured
that the charted legislative course will be one
of general benefit to all. Mr. GraEAM will
do his part well and with honest sincerity
of purpose.

JoE MARTIN, the astute Speaker of the
House of Representatives, has labeled Mr.
GrAHAM as one of the top Members of the
House, and on a number of occasions has
called upon him to fill in as Speaker. What
more admirable recommendation could the
people of this district want as to his high
place in Congress. Let us keep him there
as our able Representative.

INTERNAL REVENUE CODE OF 1954

Mr. REED of New York. Mr. Speaker,
a parliamentary inquiry.

The SPEAKER. The gentleman will
state it.

Mr. REED of New York. How does
the time stand for general debate on the
tax bill?

The SPEAKER. The gentleman from
New York has 1 hour and 37 minutes re-
maining; the gentleman from Tennessee
[Mr. CoorEr] has 1 hour and 48 minutes.

Mr. REED of New York. Mr. Speaker,
I move that the House resolve itself into
the Committee of the Whole House on
the State of the Union for the further
consideration of the bill (H. R. 8300) to
revise the internal revenue laws of the
United States.

The motion was agreed to.

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the fur-
ther consideration of the bill H. R. 8300,
with Mr. WiLson of Indiana in the chair,

The Clerk read the title of the bill.

Mr. COOFER. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from Pennsylvania [Mr. GRANA-
HAN].

WHAT ABOUT RESTORING PRODUCTION IN THE
PLANTS WE HAVE NOW?

Mr. GRANAHAN. Mr. Chairman, the
tax bill before the House is the size of
Gone With the Wind, but the average
taxpayer could look through every one
of its 900 or so pages and not find a single
thing in it which would benefit him in
any way.

He will still have a tough time paying
his taxes if this bill passes in its present
form, for there is not anything in it
which makes that ordeal any easier. He
does not own any stock to speak of, so
he cannot benefit from the dividend fea-
ture, and he is not in a position to claim
depreciation so he gets nothing out of
that provision either. He collects his
paycheck and pays his tax and no one in
authority in the administration has any
hopeful word for him when he can ex-
pect to have some of that tax reduced—
particularly since the well-to-do are get-
ting all sorts of special privilege conces=
sions out of this bill,
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I am thinking of another type of citi-
zen, too—the fellow who has lost his
job in the plant or factory or the store,
and who is living on unemployment com-
pensation if he can qualify for that. Our
navy yard workers in Philadelphia who
lost out on jobs under the Eisenhower
defense cuts don't qualify for unem-
ployment compensation, so they are even
worse off.

THE BIG QUESTION

What they are all puzzled about, Mr.
Chairman, is that this voluminous tax
bill of 900 pages seems to be full of par-
ticulars and specifics designed to en-
courage industry to expand its produc-
tion facilities and investors to furn more
of their savings into capital expansion.

They are puzzled, Mr. Chairman, be-
cause here we have some of the finest,
best equipped, most efficient productive
capacity in the world standing idle, and
some more equally efficient working at
reduced capacity, because there is not
enough business to keep it occupied full
time.

That is why a lot of these people are
out of work in the first place.

They ask: Why just worry about ex-
panding productive capacity? Why not
do something about restoring production
in the plants we now have?

Of course, as the President said, busi-
ness activity is now at high levels—but
is it in any way at all a high enough
level? Can we be satisfied with a par-
tially occupied economy and a partially
employed population? Have we aban-
doned the policy of seeking and pro-
moting full employment?

WHAT BUSINESS WANIS AND NEEDS IS
CUSTOMERS

If we want to do business the biggest
favor we could possibly do for it, we
should change the emphasis in this tax
bill to provide relief for the average
taxpayer—allow him more take-home
pay which will be store-spent pay, so
that he can live decently and buy the
things his family needs and wants. Busi-
ness will then have all the business it
can handle; it will gladly expand whether
we give it special tax incentives to do
so or not. Industry will not shy away
from adding to its production if it can
see more sales at the other end of the
assembly line. Even with the excess
profits tax in effect—and that took a big
bite from some firms—business was
mighty happy to expand under the last
administration because people had the
money to buy the products of industry
and were buying those products at rec-
ord rates. Now, without an excess-
profits tax, business would make out even
better if the people were able to buy.
DEMOCRATIC PROPOSAL WILL BENEFIT ALL THE

PEOPLE

With those thoughts in mind, Mr.
Chairman, I will join wholeheartedly
with the Democratic leadership of the
House in voting to recommit the tax bill
with instructions to revise it in order to
provide tax relief to the people who really
need it. I will support the proposal on
our side of the aisle to raise exemptions
to $700 per person from the present $600.

The President said in his television
speech Monday night that this was no
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good—that it would remove some fami-
lies from the tax rolls. Mr. Chairman,
I cannot get very upset over the fact
that a man with two children would thus
be relieved of paying Federal income
taxes on a $2,800 income, or one with
three children would also be dropped
from the tax rolls if he had $3,500 in
income.

Do you know families of such size try-
ing to live on such incomes? Do you
wonder how they do it? And yet they
have to pay $20 in Federal taxes out of
every $100 they earn over their exemp-
tions and deductions.

I don't go along with the President
that it is un-American for people like
that not to have to pay Federal income
taxes. 'Try living on their incomes, with
their obligations and expenses, and see
what it is like, with prices and rents still
rising.

I think it is more American to see that
the average citizen and taxpayer gets a
break, rather than to give tax gifts to
the wealthy.

Mr. COOPER. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from Michigan [(Mr. MACHRO-
wicz],

Mr. MACHROWICZ. Mr. Chairman,
I rise to express my wholehearted sup=-
port for the motion which will be made,
after closing of debate, to recommit this
bill to the Ways and Means Committee
with instructions to increase personal
exemptions for income-tax purposes
from $600 to $700, and to eliminate the
so-called dividend tax credits now con=-
tained in the administration bill.

I am of the opinion that the personal
exemptions could well be inereased still
more without adverse effects to our
budget, providing we plug up some of the
loopholes now existing in our tax laws,
and eliminate some of the relief now en-
joyed by corporations and by taxpayers
in the higher brackets. As a matter of
fact, immediately after the opening of
the 1st session of this 83d Congress, I
introduced, on January 9, 1953, H. R.
1400 to increase these exemptions to
$1,000.

Mr. Chairman, 80 percent of all Ameri-
can taxpayers have incomes of less than
$5,000 per year. Under the present bill,
this 80 percent of all the taxpayers would
get only 6 percent of the tax relief. The
entire balance of 94 percent would go to
the 20 percent of the taxpayers in the
higher income bracket and to corpora-
tions.

This does not appear to me to be
equitable, nor does it serve to help get
us out of our economic doldrums. What
this country needs more than anything
else today is a boost in consumer pur-
chasing power and not an expansion of
our production, which already has ex-
ceeded by far the consuming power be-
cause of the fact that low-income fami-
lies are now overtaxed.

The proposed increase of personal ex-
emptions will put a few sadly needed
extra dollars in the weekly pay envelopes
of the average worker. This will stimu-
late sales and eventually bring back
prosperity to all.

The way to build a structure is from
the bottom up and not from the top

3517

down. The way to bring fair tax relief
also is to cut taxes, not by beginning with
those at the top of the economic ladder,
but by those at its bottom.

Those who oppose increases of the tax
exemptions shout that it would be unfair
to not permit the low-income group to
share with the wealthy in assuming the
burden of our national debt. I think
they have carried more than their share
of the burden. It is about time they re-
ceived some of the relief. Those in the
higher income brackets should certainly
not object to their less fortunate fellow
citizens sharing in the tax relief which
this Congress intends to give the people
of our country. We must take cogniz-
ance of the fact that recovery from the
economic decline can best be encouraged
by a balanced combination of incentives
to consumption and incentives to busi-
ness enterprise. Adequate consumer de-
mand is a prerequisite to continued in-
vestment, and this aspect of the problem
has not been given proper attention in
the bill before us.

Now, you who may say that a $100
tax exemption will not amount to much
to one individual. Yet to the average
family it may mean that the new refrig-
erator that was not purchased can now
be had, that old washer can be now re-
placed by a new one, the children can
get new clothes and shoes, an additional
payment or two can more readily be
made on the car, or a new television set
can be installed in a home, and the
medical bills can be taken care of more
easily.

Multiply that by the many thousands
that will be able to do these things and
you get a result of higher production
by the manufacturers to replace these
goods taken from the shelves and floors
of the salesrooms. In that way every-
body benefits to the best interests of the
counfry.

Relief to a relatively few will not re-
circulate the additional money available
into the proper channels. What is the
need for a corporation to expand its fa-
cilities, because of the additional relief
it may get, if the merchandise it may
produce does not get into the hands of
the buying public?

I hope that this bill will be recom-
mitted to the Ways and Means Commit-
tee with the instructions that the per-
sonal exemptions be raised to $700.

Mr, COOPER. Mr. Chairman, I yield
10 minutes to the gentleman from Mis-
souri [Mr, CaNNON].

Mr. CANNON. Mr. Chairman, T am
in favor of tax reduction. I think there
can be no Member of the Congress on this
floor or on the floor of the other body,
who has been or is today more em-
phatic and insistent in his advocacy of
appropriate tax reduction.

Both political parties, in their plat-
forms, and every Member of the House
and Senate, collectively and individually
are committed to tax reduction; have
pledged themselves directly or indirectly,
to their various constituencies to re-
trench expenditures, to balance the
budget, to lower the national debt and
to reduce taxes, especially to reduce
taxes.
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Notwithstanding these assurances we
have not balanced the budget. We are
every day consistently spending more
than we take in. The national debt is
growing steadily, and we are now asked
to raise the statutory ceiling on the debt
so that we may increase it instead of de-
creasing it.

Mr. Chairman, I am in favor of lower
taxes, not only because we have promised
it but because it is imperative if we are
to avoid financial and economic catas-
trophe.

But for everything under Heaven there
is an appointed season and an appro-
priate time. “There is a time to weep
and a time to iaugh. There is a time
to mourn and a time to dance.” There
is a time to levy taxes and a time to re-
duce taxes.

And this is not the appointed or ap-
propriate time to reduce taxes.

Never before in the history of the Re-
public, since Hamilton took office as the
first Secretary of the Treasury, have our
national finances been in such desperate
straits. And the situation grows daily
progressively worse.

I daresay a majority of the Members
of the Congress are on the boards of di-
rectors of hometown banks. There are
Members of the Congress who are serv-
ing today on the boards of directors
of some of the greatest banks in the
United States. There are many more
Members who like myself are on the
boards of various small country banks
of such limited capacity and resources
as to require minute scrutiny of
every application for credits and dis-
counts, But there is not a Member here
serving on the board of any bank, large
or small, who, if the United States were
a corporation or an individual, apply-
ing for a loan of $5 or $5 billion, would
not immediately upon the submission of
its statement of financial worth, demand
that the applicant immediately come in
and start payment on its obligations and
promptly and drastically curtail its over-
drafts of deficit spending.

And that is what we should do here
today. We should provide irrevocably—
in this bill or in the next germane bill
enacted—that the first $5 billion paid
into the Treasury of the United States
each fiscal year should be applied as a
payment on the national debt. That
should be the minimum. Even at that
pitiful rate of payment it would require
55 years to liquidate the debt. It would
be the year of our Lord 2009 before the
last of the bondholders were paid in full.
And unless some steps are taken—and
taken soon—the bondholders will even-
tually find themselves with these beauti-
fully engraved certificates fit only to be
used as wallpaper along with similar
certificates issued by fly-by-night gold-
mine promoters and duster oil stocks.

Mr. Chairman, these are times of
peace, such as we had from the close of
the Second World War in 1945. Let us
look at the record of those years. In
1946 we took in $45 million more than we
paid out. In 1947 we took in $5 billion
more than we paid out. In 1948 we took
in $6 billion more than we paid out. In
1950 we took in $450 million more than
we paid out, and in 1951 we took in over
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a billion dollars more than we paid out.
But today, with no all-out war, and with
the highest national income and highest
Federal revenues in history we are
spending vastly more money than we
take in.

Notwithstanding all our pledges to bal-
ance the budget, we are not balancing
the budget and there is no prospect that
we will balance even next year’s budget.
At the close of the World War in 1945,
the national debt stood in round figures
at $279 billion. We steadily reduced
that debt until at the close of 1952 it had
dropped to approximately $267 billion.
Today they are clamoring to raise the
legal debt ceiling of $275 billion. In-
stead of retrenching expenditure and
balancing the budget and reducing the
national debt they propose further deficit
spending, and an increase in the na-
tional debt, and a corresponding reduc-
tion in the buying power of the dollar.

Now, Mr. Chairman, I want to ask a
very serious question. And the country
is entitled to an honest answer. If, with
the revenue coming in from all these
taxes, we can't pay expenses and balance
the budget and hold the national debt
down to where it is now, how can we hope
to pay expenses and hold down the na-
tional debt and keep the dollar at its
present value, when we cancel these
taxes, and all this revenue we have de-
rived from these taxes stops coming in?
That is the one question before the Con-
gress and the country today.

And twisting statements of facts will
not help the situation. It was astonish-
ing to hear on the floor recently—after
repeated and complete disproval in for-
mer sessions—the claim that the 80th
Congress balanced the budget. Nothing
could be further from the facts. We
went in the red in the Hoover adminis-
tration. We took over the Government
in 1933 still in the red. We turned it
back in 1948 in the black. The budget
was not balanced by the 80th Congress.
If anyone has any apprehension of mis-
givings on that score they have but to
turn to table 5, on page Al0, of the
budget submitted in 1948. It is there in
black and white,

But, Mr. Chairman, this is not a simple
matter of political or partisan issues. It
is a matter fraught with the most seri-
ous consequences. We are engaged to-
day in a cold war of extermination. It
is a battle for survival, It is nonethe-
less awesome because it is an economic
war., Because if we lose the economie
war, we have lost the military war.
Stalin sat by waiting for us to spend
ourselves into bankrutcy and then ex-
pected to take us over without a blow.
This bill, reducing the national revenues,
accelerates our rate of speed on the
downgrade to the very situation for
which he was waiting.

This bill is a bill to reduce national
revenues, a bill to defer indefinitely hope
of balancing the budget, a bill to increase
the national debt, a bill to further de-
crease the purchasing power of the dol-
lar, a bill to forfeit the confidence of the
investing publie.

Mr. Chairman, let me appeal to sound
business commonsense. Let us refuse to
spend more money than we take in, Let
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us retain sufficient taxes to pay our way.
Let us insist on the adoption of some
orderly method of servicing the national
debt that will bring our bonds back to
par. While we continue to negotiate
with every form of foreign banditry, let
us pay our debts and keep our powder
dry

Mr. COOPER. Mr. Chairman, I yield
20 minutes to the gentleman from Louis-
iana [Mr. BoGaGs].

Mr. BOGGS. Mr. Chairman, you will
note by referring to the minority report
that I have dissented from my eolleagues
in the minority on the question of divi-
dend credit. I feel now and have felt
for a long time that this is an area of
double taxation which should be cer-
rected. As far as I know it is the only
such area in the whole field of Federal
taxation.

I feel that our motion to recommit
should not have included the provisions
striking out the dividend credit, but
should have been limited to the one
matter of an increase in exemptions.
Both proposals are fair and equitable;
both can be adopted with the loss of
much less revenue than the proposal by
the distinguished tax expert from
Georgia, Senator GEORGE, of increasing
exemptions to $800.

But I do not have the privilege of
offering the motion to recommit. As of-
fered I will be forced to make a choice
as will every other Member of this body.
I offered the motion in the committee
to increase the exemptions from $600 to
$700. The exemption, of course, applies
to every man and woman in the United
States, and I shall naturally vote for it.

It is my conviction, however, that the
dividend credit will prevail. It is prob=-
able that before this bill has completed
its legislative journey it will contain an
exemption increase of $100 as well as the
dividend credit.

I have, of course, followed this debate,
both in this Chamber and in the press,
on television, and elsewhere. It seems
to me that there are only two points
involved.

The No. 1 point—and it was stated
here yesterday by the gentleman from
Virginia [Mr, Smita]l—is whether or not
there should be any tax reduction at this
time. No. 2, if it is determined that
there should be, what type of tax reduc-
tion should we give the American people
at this time in the light of existing eco-
nomic conditions?

It seems to me that the first decision
has been made by this administration;
the decision in response to question
No. 1. The Secretary of the Treasury,
Mr. Humphrey, in endorsing this bill, has
recommended tax reduction. Whether
he was wise or unwise in doing so, I am
not prepared to say. I do agree with
the gentleman from Missouri [Mr. Can-
NoN] about the deficit situation in our
country, and I think that the figures he
mentioned are very interesting and I
intend to dwell on them in a few min-
utes. But what we are here confronted
with is a recommendation by this ad-
ministration for tax reduction,

It is an interesting recommendation,
because it is the first time we have had
a tax-reduction bill before us when we
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have had an unbalanced budget. And
despite all of the criticism, and all of the
propaganda that was directed against
John Snyder when he was Secretary of
the Treasury, at no time in his admin-
istration did he fail to recommend to the
Congress of the United States and the
people of the United States, a balanced
budget. Sometimes he did not get a
balanced budget, for a variety of reasons.
In 1949 he did not get a balanced budget,
although we had an $8 billion surplus
the year before. He did not get a bal-
anced budget because this Congress
passed a tax-reduction bill. But even
then he only had a deficit of a little over
a billion dollars. So the situation was
not too bad. Even then he came in and
said, “In order to balance this budget I
recommend such and such a program.”
We turned it down. So, as far as I know,
this is the first time, certainly in the
modern history of the United States of
America, when we do not have recom-
mendations coming from the chief fiscal
officer of the United States for a bal-
anced budget.

It seems to me that the decision has
been made. The decision has been
made to continue deficit financing. And
if that be the decision, then it seems to
me that it is incumbent upon us to ex-
amine what type of tax relief is, first,
fair and equitable; and, secondly, what
type of tax relief can do the most good
under existing economic conditions in
our country.

I know that there is a feeling that has
grown up—and maybe it is the result of
some sensitive hides—that one is not
even supposed to talk about economic
conditions. There is also a feeling that
the way to handle economic conditions
is by a sort of “pollyannaish” approach.
Put a smile on your face. Be happy. It
reminds me of a club where everybody
is supposed to be happy all the time. I
guess if you walk down the street and
get hit over the head by something fall-
ing off a building, you are still supposed
to smile.

I just do not believe that you handle
a situation by attempting to ignore it.
A reasonable man, if he develops symp-
toms of some type of ailment, does not
say to himself, “This is all imaginary.
I will get over this if I just grin and
bear it.”” His normal inclination is to
go to a competent physician, take a pre-
seription, and remedy his condition.

So let us look at the economic situa=
tion.

Let me read from the report of the
Joint Committee on the Economic Re-
port. This is a committee set up by act
of Congress, by both bodies, to study
the economic well-being of our Nation.
It calls before it the leading economists
from all over America, from all segments
of our society, and it takes their testi-
mony. It calls before it all of the re-
sponsible Government agencies and all
the responsible representatives of busi-
ness and agriculture.

Let me read just a paragraph under
the subtitle “Economic Developments of
the Past Year.” This is what the Joint
Committee states:

Unemployment, however measured, has
increased. Industrial production has fallen
off, especially in recent months.
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Mind you, this report was issued prior
to the release of the statistics for the
month of January 1954 showing that un-
employment had increased by over one
million in the month of January 1954.
This report predates that information.

Quoting further from the report:

We have passed from a period of inven-
tory accumulation to a period of inventory
liguidation. Farm income, which affects a
large segment of our people directly, has de-
clined with inevitable adverse effect upon
those whose prosperity is indirectly con-
nected with agricultural conditions.

Reading further on page 5, the report
states this:

The recent decline In economic activity
has sometimes been characterized as an in-
ventory adjustment and has been in this re-
spect likened to the economic adjustments
experienced in 1949,

It would be a mistake, we belleve, to con-
clude from any superficial similarity be-
tween the two views that similar forces can
be wholly relled upon in the present situa-
tion to bring about the desired stabilization
and growth. The slackening of business
activity in 1949 came at a time when the
tremendous backlog of automobile, housing,
and consumer durable demand inherited
from the period of wartime restrictions was
still largely unsatisfied. The current situa-
tion differs in that much of the compelling
drive inherent in this type of pent-up de-
mand is no longer present.

That is kind of fancy language, but
what does it mean? It means that in
1949 when we had a dip that there was
still a tremendous demand for consumer
goods and that the people had the money
with which to buy them—automobiles,
refrigerators, television sets, radios, con-
sumer goods generally like furniture and
all of the other things that contribute
to our higher standard of living, and
which give employment and prosperity
to our people. But, what does the eco-
nomic report say now? It says:

The current situation differs in that much
of the compelling drive inherent in this type
of pent-up demand is no longer present.

Where does that lead us in this de=
bate on taxes? It seems to me very sim-
ple and very logical. The whole public
works program which could be started
tomorrow involving highways, hospitals,
flood control, reclamation, public build-
ings, and all the rest of the work totals
about $215 billion. All of you know that
that program in order to get under way
involves the letting of contracts and the
drawing of plans and specifications, the
acquiring of rights-of-ways, and com-
pleting all of the complicated legal pre=-
liminaries necessary to any public-works
program. You know how long that will
take. But, even if you started every one
of them—all of them—you would end up
with a total of $2%4 billion. What does
this bill do? If you adopt the increase
in exemptions, you channel into the con-
suming economy of the American people
$21% billion immediately, and you chan-
nel those funds to men and women who
will spend them. I believe in savings. I
thoroughly appreciate the necessity of
having investment capital and savings.
As a matter of fact, I supported some
measures on this committee that some of
my good friends on the Republican side
did not support.
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I supported a motion on capital gains,
for instance; but the point is that what
we need to do—and the best evidence I
can give you is the Joint Economic Com-
mittee, made up of this body and the
other body—what we need today is more
purchasing power in the pockets of the
American people.

Mr. GROSS. Mr. Chairman, will the
gentleman yield?

Mr. 30GGS. Iyield to the gentleman
from Iowa.

Mr. GROSS. The gentleman has men-
tioned the capital-gains tax. Is it the
same as it was under the old law where-
by the farmer must hold his breeding
stock for 12 months, yet the speculator
could obtain the benefit of the capital-
gains tax in 6 months?

Mr. BOGGS. The capital-gains struc-
ture, as I understand, is essentially the
same, sir. I know of no particular
change in it,

So, No. 1, here is a measure which
channels into a declining economy, at a
time when the economy desperately
needs it, $2.5 billion, the equivalent of
every project of public works in this
whole United States.

Let us look at it now for a moment
from the point of view of equity and jus-
tice; after all, they are pretty impor-
tant considerations, and I think we all
pride ourselves in attempting to do equi-
ty and to practice justice. What is the
equitable approach to this problem?
I)Vhat is the fair approach to this prob-
em?

The cost-of-living index last month
went up again. I have heard all about
this sound dollar. My good friend, the
former Speaker, has called it the hard
dollar, which I am inclined to believe is
a much more apt description of it. But
what is really happening is that the dol-
lar continues to decrease in value and
the cost of living continues to increase.
The dollar today is worth less than it
was when the majority party took over
this Government. The cost of living to-
day is higher than it has ever been in
the whole history of the United States
of America. But the net income of the
working people is down; the net income
of the farmer is way down. When you
take a look at the whole economic pic-
ture, when you calculate the amount of
overtime the people do not get any more,
and when you take into consideration
the night shifts and other shifts that
have been discontinued by industry all
over this country, the decline in income
is almost frightening,

‘Where does that leave us? That leaves
us with a proposition which says in ef-
fect that we recognize that it is impossi-
ble for a man and a woman to sustain a
child for $600 a year—and we recognize
the equity of it—we say that for each
member of your family you will get an
additional exemption of $100 across the
board; if there be 1, $100; if there be
3, $300; if there be 5, $500; if there
be a dozen, $1,200. It is fair, it is
equitable. It takes into account the
ever-increasing cost of living, and, un-
fortunately, a dollar which has become
hard but not sound.

S0, Mr. Chairman, it seems to me, in
summary, the decision having been made
to reduce taxes; that by every barometer
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we are in a recession; that by the testi-
mony in our own body and the other
body, working jointly; that by the testi-
mony of economists who know, the way
to stimulate this economy and give it
life and get it back on the track is by
increasing the buying power of the con-
sumer. And, finally, in the examination
of a tax proposal, the fair, equitable, de-
cent approach is by giving relief to the
people who need it most.

Mr. REED of New York. Mr. Chair-
man, I yield such time as he may desire
to the gentleman from Ohio [Mr. Mc-
GREGOR]1.

Mr. McGREGOR. Mr. Chairman, it
is to be regretted that H. R. 8300, a bill
to revise the internal revenue laws,
seemingly has become a political issue.
I note this morning in the Washington
Post-Times-Herald, an independent lib-
eral paper, an editorial, and I quote:

It is unfortunate that the prospect is for
almost a straight party vote when the tax
revision bill comes up in the House today.
Apparently it will be in a partisan frame-
work, rather than on economic merit, and
the Democratic amendment to raise income
tax exemptions and kill dividend relief will
be considered. This is a sorry basls on
which to decide an issue that has a grave
bearing on the President's program to sta-
bilize the national economy.

I think many people have the wrong
impression relative to what the increase
for dependency allotment really means.
If the amendment offered by the opposi-
tion is accepted, increasing from $600
to $700 dependency exemption, it would
only mean approximately 30 to 40 cents
per week for each worker. I feel cer-
tain the people I represent would much
rather have a reduction in taxes on the-
aters or amusement admissions, tele-
phones, transportation, leather goods,
including women's purses, and other ex-
cise taxes than they would to have the
meager 30 cents a week reduction on
income taxes. If we accept the amend-
ment four or five million people are not
going to have to pay any income tax
at all.

Mr. Chairman, it has been admitted
that the move of the opposition to raise
exemptions is political and I am sure
the people I represent do not want pol-
itics to enter into a tax program. I am
of the firm belief they are intelligent
enough to analyze the situation and
realize it is better to leave the exemp-
tions as they are now with all of us pay-
ing our proportionate share of the taxes.

I repeat, let us all assume our just and
rightful share of the tax burden and the
responsibility of our citizenship in main-
taining our freedoms.

Mr. REED of New York. Mr. Chair-
man, I yield such time as he may desire
to the gentleman from New York [Mr.
Javirs].

Mr. JAVITS. Mr. Chairman, while I
recognize fully that the pending tax bill
seeks a complete revision and overhaul
of the tax laws and that all authorities
agree that this revision is needed, it is
nevertheless essential that this overhaul
should not be used as a means for carry-
ing out any unfair tax policy. Equally
it would not be right to jeopardize the
financial standing of the Government
and its capability to stop a threatened
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recession and the way in which the mi-
nority proposes to do by its motion to
recommit. I do not believe in vindictive=
ness in legislation or that two wrongs
make a right.

The bill in its proposal to permit de-
ductions from taxation on account of
dividends on the ground of double taxa-
tion—once to the corporation and once
to the dividend recipient—standing
alone benefits solely stockholder and not
the nonstockholder income groups.
This seems to me to make the bill objec-
tionable. To balance this I favored an
added $100 income-tax credit for each
dependent which would have cost an
estimated $850 million a year in taxes,
But the minority is proposing a $100 ad-
dition to all personal exemptions which
will cost almost $2,500,000,000 a year in
income taxes. This would be a major
dislocation of the financial status of the
Government, doubling the anticipated
deficit this year. The Government is
certainly being run more for getting the
most out of each dollar now than for 20
years before. There is already pending
an excise-tax reduction of approxi-
mately $900 million which I favored to
help consumers, which will further in-
crease this deficit and I do not believe
that as a responsible Member of Con-
gress I would have any right to increase
it yet further under present conditions.

We are told that an emergency ex-
ists in unemployment justifying this ac-
tion, the last figures on which showed
3,671,000 unemployed. I am deeply con-
cerned about this unemployment and
want to do everything I can to cut it
down. And my attitude is quite apart
from the argument which is made that
there is still less unemployment than we
had in 1950 and that our economy is
running at a very high rate of prosper-
ity exceeded only by 1 or 2 years in our
history.

The question is will $100 additional
exemption make a material difference in
the general economic condition of the
country or will it cause far more harm
than good by putting us further in the
red and making it more difficult for us
to take really major steps to halt a re-
cession if the next few months indicate
that we are facing it. It is to be noted
that the $100 additional personal in-
come-tax exemption causing a loss of
approximately $2,500,000,000 of taxes is
under 1 percent of the national income of
over $280 billion and means a very tiny
weekly amount to most taxpayers. In
addition, it would take some millions off
the income-tax rolls altogether and cer-
tainly the greater number of millions
who will be left on the tax rolls ought
to think about that. As I will be here
in the Congress right along seeking
boldness, initiative, and expenditure in
what I consider to be the paramount
interests of the American people in terms
of national security, housing, a national
health program, expanded social security
and unemployment insurance, modern
national defense, foreign military, eco-
nomic and technical assistance, increased
aid for schools, roads, and hospitals, im-
migration and liberalized foreign-trade
policy, how can I now take steps which
will reduce rather than fortify the ability
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of the Government, financially, to meet
these needs?

It is interesting from my mail to read
how an approach of strict political ex-
pediency such as is proposed by the
minority breeds its own evils. My mail
shows that the increases in exemptions
are bid on and up to $1,000 and more,
proposals which would literally make it
impossible to maintain our national se-
curity or operate the Government; yet,
this is exactly what happens in such a
situation once bidding starts with tax
cutting for political advantage.

My decision is not made any easier
by the fact that the bill before us con-
tains some very afttractive provisions
which I have myself sought for some time
exempting some amount of annuities
from taxation, dealing realistically with
the earnings of college students who
are dependents, giving increased deducti-
bility for medical expenses, deductions
for working mothers, and other items.
Much as I should like to see these pro-
visions enacted I have no opportunity for
offering amendments to delete the ob-
jectionable provisions which this 820-
page bill also contains, under the pro-
cedure on this bill or in voting on amend-
ments and therefore must vote on the
measure as a whole in all good conscience
as I see its effects as a whole.

All my constituents know that I have
a deep feeling of obligation and responsi-
bility in my work here and in the votes
which I cast. I have studied the ques-
tions involved in these votes very care-
fully and have tried to inform myself
on just where we stand economically
and just where we are likely to go. I
know that the people in my distriet are
people of modest income. I know them
well and know they could very well use
the extra pocket money which would ac-
crue from an additional $100 of personal
income-tax exemption. Iknow, too, that
they love their country and put national
security above every other consideration
and they trust me to represent their best
interests both for today and tomorrow.
It is with that obligation so much in
mind that I have decided I must vote
against the motion to recommit and
against the bill.

Mr. REED of New York. Mr. Chair-
man, I yield such time as he may desire
to the gentleman from Illinois [Mr.
Jownasl.

Mr. JONAS of Illinois. Mr. Chairman,
the tax bill now before the House, H. R.
8300, to revise the internal revenue laws
of the United States, truly is a measure
of monumental proportions. It is a
product of the best brains available in
this country to deal with the necessity
of bringing order out of chaos in our
Federal tax structure. Furthermore,
it is the result of more than a year’s
work by the Ways and Means Committee
and its able staff.

Owing to the vast complexity of the
bill, and the seemingly endless number of
detailed terms and conditions—Aflling
as they do, a large volume of 875 pages,
it is difficult, indeed, for anyone to fa-
miliarize himself completely with its pro-
visions, To do so simply would take
more hours of close study than possibly
could be devoted to it by Members of
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Congress charged with duties relating to
other legislation.

Nevertheless, Mr. Chairman, I have
spent many hours in reading and think-
ing about this bill. And as I have said,
it is a product of those best qualified
to handle matters pertaining to Federal
taxation. They have labored long and
hard, in an earnest attempt to serve the
best interests of all Americans in this
respect.

As a result, then, of my own efforts to
absorb the essential provisions of H. R.
8300, and of my confidence in the good
judegment and integrity of the Ways and
Means Committee members, I have con-
cluded that this is a good bill.

It does eliminate many inequities as
to the various categories of taxpayers.
And it does in large measure, by reason
of its fairness, impose the tax burden as
lightly as may be, on the shoulders of
those who in the end must pay all the
costs of government.

But let me hasten to add, Mr. Chair-
man, that no tax bill, however well con-
ceived and however well drawn, is going
to please everyone. That, however, is a
condition which must be endured.
‘Whether all are pleased or not, the de-
ciding factor must remain the beneficial
effect of the measure upon the welfare
and prosperity of the American people,
and upon the national economy. I be-
lieve that this bill should meet this re-
quirement.

According to the committee figures,
H. R. 8300 in effect will hand back to
consumers, and not to corporations,
about $778 million out of total tax sav-
ings amounting to approximately $1.4
billion. But this $1.4 billion loss in Fed-
eral tax revenue will be almost entirely
made up by the $1.2 billion in revenue
gained by extending corporate income
taxes at 52 percent, instead of permitting
them to fall to 47 percent, as the present
law requires.

When this $778 million of funds, made
available for expendifure by the tax-
payers, presumably for consumptive pur-
poses, is added to the approximate $1
billion excise-tax reduction bill, which
was passed by this body last week, and
to the $3 billion provided by the personal
income-tax reduction of 10 percent effec-
tive this year, it appears that the tax-
payers may be better off by at least $5
billion. At the same time, Federal Gov=-
ernment spending this year has been
cut by about $6 billion.

But there are many, Mr. Chairman,
who profess to believe in this election
year, that Federal tax relief as outlined
above, amounting substantially to all
that is being saved through sensible re-
ductions in the budget, is not enough.
They assert that further relief is neces-
sary, to stimulate consumer purchasing,
in order to avert an economic recession.
In view of these imaginary fears, they
want to increase personal income-tax ex-
:n:)l;tions from the present $600 now, to

700.

In view of the fact that wasteful Gov=
ernment spending in the past, and the
necessities of national defense today,
probably will cause a Federal deficit of
approximately $3.2 billion in the present
fiscal year, and a further deficit of about
$2.9 billion next year, it seems to me that
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an increase of personal income-tax ex-
emptions at this time might easily prove
disastrous.

To increase those exemptions by $100
would cost the Government at least $2.5
billion in revenue, and would benefit
the average wage earner by only about
45 cents per week. To increase the ex-
emptions by $400 to $1,000 would cost the
Government at least $9 billion in tax
revenue. Piling revenue losses like these
on top of those already in process of
being authorized, in my opinion, might
well destroy the American economy.

Now, in order to show the true situa-
tion with respect to personal income-
tax exemptions, and to reveal the real
attitude of those who now would in-
crease exemptions, although they failed
to do so over many years when they were
in power, let me quote a few figures.

In 1925, a Republican Congress set
personal income-tax exemptions at $3,-
500 for a married couple, and $1,500 for
a single person. In 1932 a Democratic
Congress reduced the exemptions to $2,-
500 and $1,000. Thereafter they were
reduced until in 1944 they stood at $1,000
and $500. In 1948 a Republican Con-
gress raised the exemptions to $1,200 and
$600, with an additional exemption of
$600 for persons over 65 years of age and
for the blind.

When all of these things are con-
sidered, Mr. Chairman, it seems to me
that the time to further increase per-
sonal income-tax exemptions will come
only after a Republican Congress has
cut Federal spending to a point where
such tax relief may be granted without
wrecking the national economy, and
hence wrecking the happiness and pros-
perity of the American people.

Mr. REED of New York. Mr. Chair-
man, I yield such time as he may desire
to the gentleman from Oregon [Mr.
ANGELL].

Mr. ANGELL. Mr. Chairman, this bill
for tax revision now under consideration
is one of the most important, if not the
most important, bill that will come be-
fore us this session. It is a complete
revision of the code having to do with
taxation and has been the subject of con-
sideration by the Ways and Means Com-
mittee for many months. It was, in-
deed, a stupendous task for the technical
staff and the committee to give consider-
ation to the thousands of tax provisions
in our code which has grown up through
the years. It has been almost a half
century since such a revision has been
made.

Unforfunately, however, there are a
few provisions in the bill which do not
have to do with tax revision and which,
in my best considered judgment, are un-
sound and should be taken from the bill
before it becomes a law. For that rea-
son, I find it necessary to vote to re-
commit the bill in order that the bill
may be corrected in this respect. To
recommit the bill merely means that the
obnoxious portion will be stricken and
the exemption allowed taxpayers raised
from $600 to $700. As we know, the bill
immediately comes back with those
changes and, when passed, goes to the
Senate for its consideration.

The obnoxious provision, in my judg-
ment, is the so-called double-dividend
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provision which gives special considera-
tion to taxpayers whose income is re-
ceived from dividends rather than per-
sonal services. This provision falls
heaviest on low-income groups and bene-
fits taxpayers with large incomes from
dividends. If a taxpayer received $4,000
from his personal labors, his earned in-
come is taxed $240, and another taxpayer
who receives the same amount from divi-
dends pays only $120., That is certainly
unfair.

Under this provision in the first year
of operation $50 of the dividend income
would be excluded from gross income
and a credit of 5 percent of the remain-
ing income would be allowed against the
tax in most cases. In the second and
subsequent years, $100 would be excluded
from income and a 1l0-percent credit
against tax would be provided in most
cases. This provision would benefit only
8 percent of American families, since
92 percent receive no dividend income.
Of the 8 percent affected, six-tenths of
1 percent own 80 percent of all publicly
held stock.

Eighty percent of all taxpayers have
incomes of less than $5,000 a year. These
taxpayers received, in 1950, less than 11
percent of all dividend income. Persons
with incomes of $10,000 or more, 4 per-
cent of all taxpayers, received almost
three-fourths of all dividend income in
1950. Persons earning $25,000 or more,
eight-tenths of 1 percent of all tax-
payers, received more than half of all
dividend income. When we consider the
fact that persons in the low-income
group, $5,000 and under, individually,
receive very little dividend income, we
can see that the dividend provision will
mean little to them. It is estimated that
under this provision for the fiscal year
1955 the Treasury would lose $240 mil-
lion and in 1956, $642 million, and when
in full force and effect $814 million an-
nually. It is clear that when we keep in
mind only 4 percent of the people of the
United States own publicly owned stock,
only a few selected individuals will bene-
fit from this tax reduction. While it is
a laudable endeavor to avoid double tax-
ation it is impossible to perfect any tax
scheme that will in all cases prevent
double taxation. There are dozens of
taxes going into the production of a loaf
of bread and every taxpayer who buys a
loaf is helping to pay the taxes, which
are not only doubled but pyramided.

As a substitute for this provision in the
bill, the personal exemption should be
increased from $600 to $700 which it is
estimated would result in a loss to the
Treasury of $2.4 billion or thereabouts
but which would furnish purchasing
power to low-income groups. As it will
be noted a considerable portion of this
is made up from the elimination of the
dividend exemption provision and the
rest can easily be made up from the re-
duction of the overall expenditures of
the Government. Ex-President Hoover
has said that $7 billion can be cut from
the budget without crippling essential
activities. When we consider that the
expenditures aggregate some $70 billion
or more, it is at once apparent that with
the elimination of waste and extrava-
gant expenditures this loss from raising
the tax exemptions can easily be taken
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care of without interfering with the
budget.

It has been the policy of our tax ex-
perts down through the years to allow
personal exemptions to taxpayers in the
low-income groups particularly, which
will help them to meet their essential liv-
ing expenses. This is shown by the in-
creased exemption to married persons
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over single persons and the exemption
for dependents. Originally these ex-
emptions were $3,000 for single and
$4,000 for a married person, but through
the war years the demand for more taxes
brought about the gradual reduction of
the exemptions until they reached a
minimum of $500 for a single person and
$1,000 for a married person. However, in
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the 80th Congress, under the Republican
administration, for the first time the
exemption was raised to $600 for a single
and $1,200 for a married person, where
it now is. The dollar is now worth only
50 cents and that $600 exemption equals
only $300 in purchasing power.

I include a table showing these reduc-
tions as they took place;

Personal exemplions and credit for dependents, 1913-54

1013-16 | 1917-20 | 1021-23 | 1924 | 1025-31 | 103230 | 1040 1941 102 | 10437 | 194457 | 194647 | 1PB10
Single Person.. - oo e $3,000 | $,000| $1000( $1,000| s1500| sLoo0| sso0| s7o0| sm0|  ss00|  sso0 | sw0 $600
Married Person. ... -.....----.rr 4000 | 2000 42500 zso| ‘g0l 'Zs00| 200| 1s0| 120| 120| nooo| nooo| 1200
Dependent 200 400 400 400 400 400 400 350 350 H00 500 600

1 For 1943 the vietory-tax exemption was $624 for the taxpayer (no credit for depend- 65
ents) and an exemption for the spouse of the taxpayer equal to the

$624 whichever was the smaller.

2 For 1944 and 1945 the normal tax exemption was $500 for the taxpayer (no credit
of the taxpayer equal to the spouse’s

for d dents) and an ption for the sp
income or $500 whichever was the smaller.

4 For 1948 and subsequent years an additional exemption of $600 is allowed taxpayers

In increasing this personal exemption
allowance we will be realistic in follow-
ing out the policy of the government in
increasing exemptions, as we have now
passed through the war period and
reached the time for returning the ex-
emption allowance gradually to where it
should be under a peace economy. We
reduced the exemptions to take care of
war expenditures and now that the war
is over we should increase them to meet
the peace economy. By so doing we will
increase the purchasing power of the low
income groups of the country, which
will be a stimulus to our economy and
will help to avoid further unemployment
which has now reached 3.7 millions ac-
cording to the latest reports. Increased
purchasing power of this group is essen-
tial to maintain our industrial activity
and thereby provide employment.

I am in hearty accord with the tax
philosophy that every citizen should
have the opportunity to participate in
the support of his government through
the tax program and I believe that the
low income taxpayers who may be re-
lieved from personal income tax under
this personal tax exemption are not
thereby relieved of active support of the
government. Everything these low in-
come groups buy has within it hidden
taxes and if these could be estimated and
tabulated it would be found that these
low income citizens are perhaps doing
more than meeting their full share in
the tax burden.

A $100 increase in exemptions will give
immediate help to every individual tax-
payer and especially to those in the low
income groups. It is estimated that a
married man with two dependents with
a net income, before exemptions of
$5,000, would have his taxes decreased
by $80 or 15.4 percent. A married man
with two dependents with a net income
before exemptions, of $4,000 would have
his taxes reduced by $80 or 25 percent.
A married man with two dependents
with a net income, before exemptions, of
$2,800 would be relieved completely from
the tax of $80 which he now pays.

Mr. Chairman, during my campaign
for reelection I strongly advocated the
reduction of taxes, and especially for
low income groups and the elimination
of wasteful and extravagant Federal ex-

spouse’s income or
income for tax pu

penditures to offset tax reduction. I
feel that I am bound by this pledge to
the people of my district to carry out my
promises and for that reason and the
other reason heretofore mentioned, I am
voting to recommit this bill to eliminate
the exemption on dividends and to raise
personal tax exemptions from $600 to
$700.

Mr. REED of New York. Mr. Chair-
man, I yield such time as he may de-
sire to the gentleman from Minnesota
[Mr. H. CARL ANDERSEN].

Mr. H. CARL ANDERSEN. Mr.
Chairman, today we are faced with an-
other difficult decision. We would all
like to be able to support every possible
tax reduction but we cannot avoid our
responsibilify of keeping our Nation
strong financially, of keeping our na-
tional debt as low as is consistent with
that responsibility, and of preventing
the further lowering of the value of our
dollar.

Back in 1947 when we were consider-
ing a tax-reduction bill—and I am sure
many of my Republican colleagues will
recall the instance—I made the follow-
ing statement on this floor:

Today the tax bill is before the House
for final action and there is no definite
assaurance that sufficient cuts will be made
in appropriations to provide at least mod-
erate reduction of our national debt. I can-

not, therefore, vote for tax reduction at this
time.

Mr. Chairman, I sincerely regret that
the requirements of our national defense
make those remarks pertinent to the
bill before us today.

‘We have to take a realistic view of this
legislation. As a member of the Appro-
priations Committee, I am well aware of
our country’s fiscal situation. I know
that the budget cannot be balanced this
year, and I cannot, in good conscience,
support this bill knowing exactly how
America’s finances stand. Through
budget cuts made last year, our adminis-
tration was able to effect savings suf-
ficient to warrant the 10-percent in-
come-tax reduction which became ef-
fective last January 1. Last week I
voted for the nearly $1 billion cut in
excise taxes. I feel, Mr. Chairman, that
these reductions represent all that we

years of age or over and an additional exemption of $600 for blind taxpayers. Be-
ginning with the taxable year 1948, married taxpayers were allowed to split their
rposes, and for 1952 and subsequent years heads of households
received one-half of the benefit of full-Income splitting.

4 For net incomes in excess of $5,000, personal exemption is $2,000.

Bource: Stafl of the Joint Committee on Internal Revenue Taxation.

can afford to make at this time. How-
ever, when we can do so justifiably, I
feel we should reduce taxes by increas-
ing individual exemptions.

Mr. Chairman, I repeat, if and when
our country’s fiscal affairs are in such
shape that additional tax reductions can
be justified, I will gladly support them
and believe that individual exemptions
should be raised to insure direct help to
every taxpayer in America. I earnestly
hope that world tensions will ease so
that we can take that action soon. In
my judgment, it is not possible to do it

I regret, Mr. Chairman, that we do
not have a simple bill before us extend-
ing the 52-percent tax on corporations
so that I could vote for that extension.
I cannot support the bill before us nor
can I vote for the motion to recommit
which would reduce Treasury income
still further and which would increase
our national debt by $2.4 billion.

Mr. REED of New York. Mr. Chair-
man, I yield 2 minutes to the gentleman
from New Jersey [Mr. CANFIELD].

Mr. CANFIELD. Mr. Chairman, I like
very much the opening part of the prayer
that our visiting pastor offered today.
In that prayer he asked that: “On this
day every Member of the House be given
the courage to do what is right.”

What is right, Mr. Chairman? That
is a determination which every Member
of the House must make for himself or
herself. I have made my determination
in my own mind and heart on the issue
before us.

I believe, Mr. Chairman, the honest,
the right thing for me to do today is to
stand by President Eisenhower who,
with his advisers, has thought this prob-
lem through for the best interests of the
Nation.

It should be clear that the projected
recommittal motion, the crucial vote of
this day, will be costly and will wreck
the President’s program. I cannot help
but feel that the New York Times pin-
points the proposition before us when
it says editorially this morning:

We shall be in a bad way Indeed if it is
considered good morals or good politics to
try to buy votes in November by offering
several million voters something for noth-
ing now in the form of increased exemptions
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from the Federal income tax at the price of
increased deficits for the Federal Govern-
ment.

Mr. Chairman, I subscribe to that
statement and I shall vote against the
motion to recommit this tax program
which President Eisenhower described to
the American people only last Monday
night as “the cornerstone of our whole
effort.”

Mr. REED of New York. Mr. Chair-
man, I yield 12 minutes to the gentleman
from Wisconsin [Mr. BYRNES].

Mr. BYRNES of Wisconsin. Mr.
Chairman, I am going to be very brief
in this discussion of a very large bill
I am not going into the technical aspects
of the bill, because much of that is
already contained in the report or has
been covered by previous speakers. I
shall not try to calculate who gets what
under this bill. It seems to me that
sound fiscal policy looks more at the
overall picture. Tax revision is not a
political pie to be divided up among
classes of people on the basis of their
vote potential.

Mr. Chairman, I would like to make a
general statement of the underlying
philosophy of this bill. In the first place,
it is not a tax-reduction bill; it is a tax-
revision bill. And I would refer my col-
leagues on both sides to the very able
remarks made in the House yesterday by
my colleague the gentleman from Mis-
souri [Mr. Curtis]l, who dwelled at
length upon that subject and showed
conclusively that this is a revision bill
rather than a reduction bill,

The underlying philosophy of this bill,
I think, was well expressed by a group
of Members of this House who submitted
a report to this House back in 1947, and
I would like to read what that report
says:

The sound approach toward postwar tax
revision is to make a comprehensive study
of the entire Federal tax system, including
individual income taxes, corporate income
taxes, estate and glft taxes, and exclse taxes.
Such a revislon should alm at equitable
adjustments, incentive effects, and sound
administration under paacetl:m conditions,

Further it says:

Important structural, administrative, and
procedural tax problems have been accumu=-
lating for 5 years, since the Revenue Act of
1942, the last comprehensive revision of
the Internal Revenue Code. Many needed
amendments would result in substantial
losses in revenue. Tax problems now under
study by the Treasury Department or the
Joint committee staff include such important
matters as the double taxation of dividends;
the treatment of family income; the tax
treatment of cooperatives; taxation of Ameri-
can corporations doing business abroad; pro-
vision for accelerated and more flexible de-
preciation; allowing taxpayers with fluctuat-
ing incomes to average the incomes of good
and bad years in fixing tax Uability; the
treatment of capital gains and losses; an
allowance for life-insurance premiums and
other forms of savings under the individual
income tax; and the treatment of pensions
and annuities under the individual income
tax.

Then further:

The internal-revenue laws should be fur-
ther simplified in the interests of equity and
understandability. The necessary changes
which involve losses in revenue can be made
only when we can afford a tax reduction.
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The 1ill-advised actlon of the majority in
consldering reductions only in individual
income-tax rates without simultaneously
considering fundamental revisions in this
tax and other taxes may foreclose proper
action on such needed revisions.

Now that, Mr. Chairman, is a report
filed by the minority members of the
House Committee on Ways and Means in
1947, many of them the same gentlemen
who are today complaining against this
bill which meets the very tests and solves
the very problems that they said in 1947
should be attacked by the committee as
the first order of business in a post-war
tax policy.

Who are these Members that signed
this report? Why, the gentleman from
Tennessee [Mr. CooPer], the gentleman
from Michigan [Mr. DinceELL], the
genfleman from Arkansas [Mr. MiLis],
the gentleman from Kentucky [Mr,
GREGORY], the gentleman from Georgia
[Mr. Campr], the gentleman from Rhode
Island [Mr. Foranpl, and the gentleman
from Pennsylvania [Mr. EBERHARTERI.

Let me say this. If you will read their
1947 report and the philosophy that they
said should guide us, you will find that
that is exactly what this bill before us
today does. This minority report asks
for nine specific things that they say
should be done. Six out of those nine
specific provisions are covered in this
bill.

One of the items was partially treated
in the act of 1951. I refer to that part
where they say something should be
done with the tax on cooperatives. A
start in that direction was made in the
act of 1951.

One of the six was covered by the 1948
act. I refer to the treatment of family
incomes which they said we should at-
tack. We did that in the 1951 act. At
that time we made provision for the
split income. This matter is further
dealt with in this bill under section 2,
relating to the treatment of heads of
households or heads of families.

Let us run down these nine points that,
in 1947, the minority said should be the
basis of a postwar tax policy and a post-
war tax bill. Heading the list is double
taxation of dividends. This bill makes
a start toward the solution of this in-
equity. It isthisitem in the bill that has
attracted the most attention from the
minority. This is the item they want to
eliminate by their motion to recommit.
But in 1947 they list this as the No. 1
problem that should be covered by any
tax bill.

No. 2 is the treatment of family in-
come. As I have said, in the 1951 act,
we covered that problem in part and we
finished it by our action under section 2

of this bill dealing with heads of families. -

No. 3 is the tax treatment of coopera-
tives. That was in part treated in the
act of 1951.

No. 4 is taxation of American corpo-
rations doing business abroad. Look af
section 923 of this bill. This matter is

taken care of under this revision bill.
No. 5: Here is another case where they
now complain because we have put some-
thing in this bill to cure the problem
which they said in 1947 should receive
priority consideration in any postwar tax
program. I refer to the matter of pro-
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viding for accelerated and more flexible
depreciation. We provide for a more
realistic treatment of depreciation in this
bill in section 167.

No. 6 has to do with allowing taxpayers
with fluctuating incomes to average their
incomes in good and bad years in fixing
the tax liability. Although we have not
gone all the way toward meeting this
problem in this bill, I think we have gone
as far as we can at the present time. A
real start is made in the bill. I refer you
to section 1361 to section 1364 of the bill.

No. 7 is the treatment of capital gains
and losses. I will admit that we have
not acted on this subject. That is not
treated in this bill.

No. 8 has to do with allowances for
life-insurance premiums and other forms
of savings under the individual income
ga.x. That we have not dealt with in the

ill.

No. 9 has to do with treatment of pen-
sions and annuities under the individual
income tax. You will find many changes
in the law to meet this problem that was
pointed out by the minority. In this bill
the -3-percent annuity rule has been
changed; the exemption of certain pen-
sions and annuity income; the changes
made in the treatment of pension plans
and qualified employer pension plans and
profit-sharing plans—all of which go to
attack this problem—will be found in
this tax bill.

Add them up. Six out of the nine
problems that the minority said should
be covered by a revision bill are included
in this bill. That is a pretty good bat-
ting average.

In addition to the nine specific pro-
posals which the minority in 1947 said
should be dealt with in postwar tax legis-
lation, they state that—

The Internal Revenue laws should be fur-
ther simplified in the interest of equity and
understandability.

That, Mr. Chairman, is the basic ob-
jective of bill H. R. 8300, which is now
before us. This bill certainly meets this
particular test, It is met foursquare by
this bill.

Permit me fo speak briefly concerning
two of the problems on which the mi-
nority urged action in 1947 but on which
they today oppose corrective legislation.
I refer to the double taxation of divi-
dends and provision for accelerated and
more flexible depreciation.

Although the minority members of the
committee recognized that the double
taxation of dividends was an inequity
and an injustice in our tax laws in 1947,
they now refuse to even recognize that
there is such a thing as the double taxa-
tion of dividends. In their minority
report, they find difficulty in under-
standing the purpose of the dividend-
received exclusion and credit provision
of the bill now before us. Certainly they
know in their hearts, even though they
will not admit it for the record, that this
provision is to partially mitigate the
effect of double taxation.

To refresh their memories, let me as-
sure them that double taxation of corpo-
rate earnings paid out in dividends does
exist by referring them to a table which
I have had prepared. This table shows
the combined corporate and individual
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tax burden on corporate income under
the present system of double taxation.
For every dollar which the corporation
earns, a corporate tax of 52 percent is
assessed. This means that the share-
holders equity in every dollar earned by
the corporation is automatically reduced
to 48 cents. When the 48 cents has been
paid to the shareholder by way of a
dividend, the shareholder must then pay
an individual income tax at the rate
applicable to the individual taxpayer.
If we assume that this individual tax-
payer has a net income of $2,000 and
is a single person, the tax rate applied to
this 48 cents will be 20 percent or 10
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cents. Thus, we see that the combined
corporate and the stockholders individ-
ual income tax on the $1 of corporate
income amounts to 62 cents. The
amount retained by the shareholder
after the payment of these taxes is 38
cents. In the case of a stockholder
whose taxable income is $50,000, the
combined tax paid by him on each dol-
lar of corporate income is 87 cents. He
retains 13 cents out of each dollar earned
and paid out to him by the corporation.
I include at this point a table showing
the effect of this double taxation on
shareholders with various taxable net
incomes:

Combined corporate and individual tax burden on corporale income under present system of
double taxation of dividends

ASSUMES SINGLE FERSON, OTHER THAN HEAD OF HOUSEHOLD

Stock- Amount
Corpo- holder's Stock- Btock- Total tax | retained
Btockholder's taxable rate in. | Corporate |  equity holder’s | holder’'s | on cor] per $1 of
net income come tax alter marginal tax on rate dollar | corporate
corporate tax rate equity earned earnings
tax paid out
Percent
$1 $0, 52 $0. 48 20 $0.10 $0. 62 $0.38
1 . 52 48 26 « 12 .64 .36
1 « 52 48 30 .14 . 66 .34
1 .52 48 34 .16 .68 .32
1 « 52 48 47 .23 i) « 26
1 .52 48 53 25 o 97 « 23
1 52 48 59 .28 .80 «20
1 62 .48 72 35 .87 .13
1 .52 «48 87 .42 94 «06

The proposal contained in bill H. R.
8300 does not completely eliminate this
double taxation. It only makes a start.
I believe that eventually we should elimi-
nate double taxation at least up to the
first income-tax bracket rate.

I think it should be pointed out that
the objective of this provision in the bill
is not just to make a start at eliminating
double taxation. Of equal importance is
the desire to create a climate which will
encourage more people to own a part of
the American enterprise system. For a
strong economy and for a healthier
economy we need more shareholders.
‘We need more.people who have an own-
ership in the productive facilities of this
country. Many of the farsighted cor-
porations of the country today have pro-
grams to encourage stock ownership in
the corporation by the employees. The
provision in this bill relating to the divi-
dend-received exclusion and credit has
this objective. It is not to give a benefit
to those people who today own stock. It
is to remove a discrimination against
people owning stock and to encourage
more people to become stockholders,

The other point that I would like to
mention briefly relates to the provision
for accelerated and more flexible depre-
ciation. Although the minority recog-
nized in 1947 that any postwar tax revi-
sion should make provision for a more
realistic approach to the handling of the
depreciation on machinery and equip-
ment, they now criticize our effort to
permit individuals and businesses to usi

to maintain a strong productive America.
We all know that the cornerstone of
America’s strength, greatness and stand-
ard of living is our productive facilities.
During the last great war we were known
as the arsenal of democracy because of
our magnificent ability to outproduce all
other countries in the world. Why could
we outproduce them? Certainly Amer-
ican labor must be given its share of the
credit but of equal importance was the
modern tools, equipment, and plants
which the American free-enterprise sys-
tem had developed. We have been strong
in war and we have been strong in peace
because of our great and modern facil-
ities capable of producing the goods and
materials needed for war and for peace.
‘We can only stay strong as our produc-
tive facilities are modern and up to
date. No country can be secure in a
hostile world with plants and machinery
that are obsolete. No country can main-
tain a high and improved standard of
living with plants and machinery that
are obsolete.

We are all concerned about the secu-
rity of our country. We are all con-
cerned about maintaining proper facil-
ities for the defense of our country. May
I say to you that appropriations for the
defense establishment of this country
will not in and of themselves assure our
security. Our defense establishment, our
soldiers must be backed up by modern
up-to-date plants and machines.

It is to assure that our productive
facilities will be kept up to date and

what is recognized as a sound account- odern that a provision has been made

ing method for determining deprecia-
tion. If it was sound to recommend a
change in depreciation policy in 1947, it
certainly should be recommended and
put into operation today.

~ The purpose of providing for a real-
istic depreciation policy in our tax law is

in H. R. 8300 for a more realistic depre-
ciation policy.

I repeat again that the minority gave
us some sound advice in 1947 as to what
should be done in any postwar tax revi-
sion legislation. This bill meets those
tests. On the basis of the minority’s own
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formula for a sound postwar tax bill, this
bill should be enacted into law.

Mr. COOPER. Mr. Chairman, I yield
30 minutes to the gentleman from Ar-
kansas [Mr. MiLLs],

Mr. MILLS. Mr. Chairman, I find
myself today in a position that I do not
relish because of the great affection I
have for the chairman of the Commit-
tee on Ways and Means and all the
members of the committee, many of
whom are in disagreement with the po-
sition I shall take on this bill. Every
Member, perhaps, feels as I do that the
chairman of the committee, the gentle-
man from New York [Mr. ReEpl, is en-
titled to a great amount of credit for
what is before you today in H. R. 8300.
He has worked diligently, he has worked
longer hours, perhaps, than any of us
on this subject. It is fitting that it
should be known as the Reed bill. I
cannot say enough in tribute to this
very fine American.

As I say, therefore, it is a little diffi-
cult for me to undertake to criticize his
masterpiece as I find I will have to do.
However, before looking at the bill in
particular, let us look at our overall sit-
uation just for a minute.

A few nights ago I listened with in-
terest to the statement on television of
the President of the United States, in
which he pointed out that some $7 hil-
lion of tax reductions had been permitted
or allowed already by this Congress, as
he said, because there had been savings
to offset those tax reductions; but that
we could not now have further tax re-
ductions and continue to have more so-
cial security, more unemployment com-
pensation, more slum clearance, more
housing facilities, more health insur-
ance, more of this and more of that; we
could not have further tax reductions
at this time because of those situations.
He pointed out that any further tax re-
ductions now would mean further deficit
financing.

I think really in fairness to all of us
on this side it should be pointed out
again, as already pointed out by the gen-
tleman from Louisiana [Mr. Boces], and
others, that we Democrats did not un-
dertake any drive this year nor last year
for any overall tax-reduction bill at all.

We welcomed the opportunity for the
Committee on Ways and Means to begin
consideration and study of proposals to
revise the tax structure, to remove obso-
lete language, to remove unnecessary
provisions from the law, to write a better
Internal Revenue Code because we
recognized, as did the chairman of the
committee, that there was need for this
work to be done. But now we find in
the bill before us further tax reductions.
Let no one be misled as to the fact that
this bill does reduce somebody’s taxes.
Let no one be misled as to the fact when
the Treasury reports that in the first
fiscal year alone, the Treasury will lose
under the reductions in this bill $1,397,-
000,000 in revenue, that somebody's
taxes are being reduced. If is said that
these reductions are being made in order
to bring fairness and equity to the tax
structure. Let us see what would be
done. These $7 billion of tax reductions
that have already been made in part
were mentioned in the March 12 issue of
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the U. S. News & World Report. It
was pointed out that the reduction which
went to individuals on January 1, 1954,
divided as this magazine divides it on the
basis of those with over and under $5,000
of earned income $924 million went in
tax relief to those with less than $5,000
of earnings. Taxpayers earning $5,000
and more received according to this
magazine $2,063,000,000. Now a part
of this reduction which the President
refers to includes the excess profits tax
on corporations which expired on Jan-
uary 1, 1954. And I think it should have
expired on January 1, 1954. But that
reduction went to only about 50,000 cor-
porations. You remember the Secre-
tary of the Treasury, Mr. Chairman, in
urging our committee to extend the ex-
cess profits tax from June of 1953 for
6 more months said that it did not
affect many corporations and that it was
an easy way to get money because not
many of the 450,000 corporations in the
country were paying such taxes.

The great bulk of the corporations of
the United States, therefore, received no
tax reductions from the expiration of the
excess-profits tax. This bill does not
propose to give the great bulk of the cor-
porations of the United States any tax
relief any more than it proposes to give
tax relief to any of the individuals in
the United States earning less than
$5,000 a year unless they become sick, or
unless the taxpayer dies and leaves a
widow who wants to hire a baby sitter
or the taxpayer is otherwise faced with
an extraordinary situation. Now just
the same treatment is accorded under
this bill to most corporations that is ac-
corded to most individual taxpayers. Do
not let anyone mislead you about that.
The provisions in the bill which lose in
fiscal year 1955 $619 million from reduc-
tions for corporations does not mean that
all corporations get that benefit by any
means. This bill is taxing for another
yvear at the present 52-percent rate all
the corporations in the United States
that earn money, but as a handback
with the other hand in the same taxable
year, $619 million goes to corporations
that can qualify for these enlarged ben-
efits that are extended under the bill in
the form of additional depreciation and
in the form of loss carrybacks and so on,
and even depletion is affected here in
some instances for some corporations.
But the great majority of the corpora-
tions in the United States, Mr. Chairman,
have received no tax relief since this ad-
ministration came into office last year.

The majority of the American tax-
payers have received no tax relief in the
last year since this administration came
into power, so they are not sharing in this
$7 billion by which the President said
our tax burden has been reduced.

Why are they not sharing in it? Be-
cause any taxpayer with 4 in his family
who earns less than $3,500 a year in
1954, unless you do something about it,
actually will be paying more in taxes
than he paid in 1953.

Mr. GROSS. Mr. Chairman, will the
gentleman yield?

Mr. MILLS. I yield to the gentleman
from Iowa.
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Mr GROSS. Does this bill provide by
any chance for accelerated tax payments
for those who have investments abroad?

Mr. MILLS. I will come to that in just
a minute, if the gentleman will bear with
me. At this point let us not be hood-
winked, let us not be misled, let us know
what the facts are about the bill. When
they tell us that we cannot have further
tax relief for individuals because they
have already given $7 billion in tax re-
ductions, they are not telling where the
$7 billion goes. I will yield to any mem-
ber of the committee who wants to rise
now and dispute the fact that there is
no tax relief—no tax relief for any in-
dividual with a wife and two children
earning $3,500 or less, and that actually
that individual will be paying more taxes
in 1954 than he paid in 1953.

Mr. CURTIS of Missouri. Mr. Chair-
man, will the gentleman yield?

Mr. MILLS. I always yield to my
friend from Missouri.

Mr. CURTIS of Missouri. I would rise
to dispute that because as a matter of
fact there is this tax relief, and what
the gentleman is doing is confusing it
with social security.

Mr. MILISS. No; the gentleman is not
confusing social security; I am follow-
ing the line of argument that was made
in the early days of last fall by my dis-
tinguished friend from Pennsylvania
[Mr. Smvpson]. He was gquoted in my
local papers at least as pointing out that
if the social-security tax rose from 115
percent on the individual and the em-
ployer to 2 percent, that the taxpayer
in many instances as a result of that
would pay more tax than he paid in 1953
in spite of the fact that his tax burden
was reduced on January 1. I have con=-
fidence in what my friend from Penn-
sylvania says; I know he is eminently
correct, but in spite of my confidence I
checked to be certain that he had made
no error in his computation; and I find
that he has not.

So really in spite of the argument to
the American people the other night by
the President, the great majority of the
taxpayers of the Nation, including the
great majority of the corporations, have
received no benefit whatsoever from the
tax reduction program which this ad-
ministration has permitted to go into ef-
fect as scheduled in the laws.

Mr. SIMPSON of Pennsylvania. Mr.
Chairman, will the gentleman yield?

Mr, MILLS. I yield to the gentleman
from Pennsylvania.

Mr, SIMPSON of Pennsylvania. Iam
sure the gentleman did quote me cor-
rectly. He will agree also when I tell
him that the bill which increased the
social security bill is a Democratic tax
bill which was passed when the Demo=-
crats were in power. Correct?

Mr. MILLS. Oh, yes; there is no ques-
tion about that. We have always sup-
ported a strong social security program
and improved the system all along, and
this proposal to do something for the
low-income taxpayer is a Democratic
proposal, and we are seeking the support
of the gentleman and others to help us
do something about them.

Mr. CURTIS of Missourl, Mr, Chair-
man, will the gentleman yield further?

Mr. MILLS. Why, certainly,
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Mr. CURTIS of Missouri. Because I

know the gentleman wants to be fair.
. MILLS. Always.

Mr. CURTIS of Missouri. And does
not want to confuse the issues.

I submit that the social security tax,
and the gentleman well knows it, con-
cerns the retirement of these people, and
it was the labor unions themselves who
were fighting to maintain that increase,
now let me finish because we do not want
confusion over that.

Mr. MILLS. No; certainly not.

Mr. CURTIS of Missouri. No, indeed.
They wanted to have that social-security
fund intact because it affected the re-
tirement of these people. I submit that
the social-security tax is an entirely dif-
ferent thing than taxing for general
revenue. I think the gentleman should
not confuse the two issues when he talks
about tax reduction.

Mr. MILLS. The gentleman from
Missouri will, I am sure, agree with me
any time I am right, and I might say
that in this instance I think I am right.
The net effect upon the individual who
pays a tax is the same whether it is a
social-security tax or an income tax: His
income is decreased by the amount of
the tax and so is his purchasing power.
That is simple mathematics. I am sure
the gentleman will agree to that. How-
ever, I would not have mentioned social=
security taxes had not the President the
other night advised the American people
that they could not have this tax reduec-
tion from increased exemptions proposed
by the Democrats because we had to have
more social security, more unemploy-
ment compensation, more housing, more
this and more that, all of which had been
started by previous administrations. I
would not have mentioned social security
except for that fact. But the effect is
exactly as I have pointed out, and I am
sure the gentleman will agree.

Mr. CURTIS of Missouri. I agree
with that, but I think the gentleman was
attempting to confuse two entirely dif-
ferent issues.

Mr. MILLS. No. Iam totally unable
at any time to confuse my friend from
Missouri, for whom I have the most gen-
uine respect and admiration.

Mr. CURTIS of Missourl, I thank
the gentleman.

Mr, MILLS. Mr. Chairman, it has
been pointed out by Members on our
side that the way to provide fair and
equitable tax reductions is to provide
some relief to the majority of the tax-
payers who have had no relief, and I
want to ask a question of some of you
who are willing to assume the responsi-
bility for the situation that now exists
taxwise, regardless of who is entitled to
credit. We Democrats say we have pro-
vided for these tax reductions that went
into effect on January of this year., My
Republican brethren, on the other hand,
say that these reductions could not have
gone into effect except for what they
have done. It looks like both of us are
wanting credit. If both of us are en=-
titled, therefore, to credit for the situa-
tion in which we placed the American
taxpayer, it would occur to me it is the
responsibility of both parties then, not
just one party but both parties, to cor-
rect the discrimination to which I have
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referred and which is more evident in
present tax laws. It is not helped one
jota by the bill that is before the House
today.

Let me go to something else. You say
you want to exempt some dividends com-
pletely from tax and in addition provide
a credit against tax for remaining divi-
dends because you want to move in the
direction of eliminating double taxation
on corporate profits. I want to tell you,
Mr. Chairman, and those on this side
over here to my right, that for a number
of years we members of the Ways and
Means Committee have argued up and
down this aisle over the gquestion of
whether or not corporation profits are
passed on to the consumer. Ihave heard
my distinguished, my eminent, friend
from New York oppose tax bills on the
floor of the House when we were impos=
ing a tax on corporations or raising the
tax on corporations on the ground,
among other things, that to increase the
tax is merely increasing the burden upon
the American consumer for the Ameri-
can consumer is the one who is going to
pay the tax in the final analysis. Now,
here today, and on yesterday, we find the
gentleman and others coming back to
us urging this credit on dividends on the
ground that corporate profits are taxed
twice. Either they were right in one
instance, they were wrong in the other,
or they were wrong in both instances.
Which is it? You cannot pass on taxes
as a cost of doing business and then
conscientiously request an alleviation in
so-called double taxation on profits on
the ground that some stockholders are
being unfairly treated or that you have
to do this in the interest of equity. No,
that is not the reason.

Let me point out certain things that
have not been mentioned on the fioor
thus far. You actually eliminate the
corporate tax, Mr. Chairman, by this
device by giving an equivalent reduction
by way of an exclusion and a tax credit
to individuals equal to the corporate
rate in some instances. I defy any man
to disprove that. You do not do it in the
lower brackets but in the case of certain
earnings, and I will include it in my
remarks, the effect of your 10 percent
tax credit proposal is to nullify the cor-
porate tax rate.

Equivalent percent of cor-
porate tax eliminated as
result of individual divi-

Taxable income dend tax eredit of—

5 percent 10 percent
6 13
T 14
8 16
9 19
12 24
20 40
45 o1
B0 100

But let us look at it a little bit further
and more closely at the proposal. Letus
see what you are doing. Are you merely
providing a device for the elimination
of the “double taxation” of business
profits? No. You are not doing just
that. ¥You would do that if you said that
when the individual receives this income
from dividends we will not include it in
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his income for income-tax purposes, or
we will only include a part of it. Then
you would be eliminating the question
of double taxation on business profits
if you eliminated the dividend paid out
by corporations from corporate taxes.
You do not do that. But you go to great
lengths in your majority report to prove
that that is not feasible. You have said
when this tax credit amounts to 10 per=-
cent of the dividend involved, when that
figure is reached you lose $814 million
in revenue. If you carry that out to the
extent which the gentleman from New
York, [Mr. REED], chairman of the com-
mittee, said in his press release at the
time the committee adopted this pro-
vision that was intended later on, the
complete elimination through this device
of double taxation on business profits,
multiplying $814 million by 10, which
would make 100 percent, what do you
get? A saving to those who own shares
in American corporations, a tax saving
in excess of $8 billion a year, not around
$3.5 billion, which is the amount of tax
now paid by individuals on dividends.
No. You get more than a tax credit
offset because it amounts to $8 billion
when ycu carry this out to its final re-
sult—a 100-percent tax credit. Now,
if you start off in this direction, you
hope to end up with a 100-percent tax
credit sometime, so the best way to stop
it is to stop it now before the first step
is taken.

Mr. EEAN. Mr. Chairman, will the
gentleman yield?

Mr, MILLS. I yield to the gentleman
from New Jersey.

Mr. EEAN. Would the gentleman fa-
vor a provision that would eliminate
double taxation by reductions in the way
he talks?

Mr. MILLS. I will not favor a tax
reduction in the hands of shareholders
for dividends which are now fully in-
cludible for tax purposes by the indi-
vidual. I will favor relief when we can
get to the point—and I do not think we
are at the point now; we do not have a
balanced budget, because we should not
hand out favors like this and pass them
on to our grandchildren. But, if you
want a balanced budget—and I know
the gentleman’s feeling generally on
these things, and I am not lecturing
him—yes, I would reduce the corporate
rate. I voted to do it in the committee.
I voted to let this corporate tax drop
from 52 to 47 percent in the committee,
because I think that is one of the ways
to get at this problem of “double tax-
ation.” You never heard about it until
the rates on individuals and corporations
both rose to such heights, but you are
not reducing rates in this bill,

Mr. KEAN. Did the gentleman advo-
cate the plan that dividends be excluded
from the bottom 20 percent?

Mr. MILLS. That was the rule that
we had in the 1930's when we exempted
dividends from the normal tax.

Mr, EEAN, Did the gentleman favor
that?

Mr. MILLS. I think the other way,
which I mentioned in committee, is the
better way. Frankly, I do. But the
Treasury and Mr. Stam and others have
argued that that is not the way to do
it; that it would mean the stockholders
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might bleed the corporations to death.
But, smart as they have been in the
development of this bill—I cannot un-
derstand it, and I do not think anybody
on the committee ean understand it, but
anybody smart enough to write into a
bill the language that is in this bill is
certainly smart enough to come up with
some provision that would permit doing
what I am advocating and still not mulct
the corporations to death.

Mr. BYRNES of Wisconsin. Mr.
Chairman, will the gentleman yield?

Mr. MILLS. I yield to the gentleman
from Wisconsin.

Mr. BYRNES of Wisconsin. The gen-
tleman refers to “the other way.” What
does he mean by “the other way,” that
he would not apply the corporate tax to
corporation incomes passed outf as divi-
vidends?

Mr. MILLS. I think that is the way to
handle it, at the corporate level. That
is the way the cooperatives are operat-
ing, and if there is anybody in the Con-
gress that is an advocate of that method
of handling profits, there are men on
our committee who will, as the gentleman
from Wisconsin well knows. If it has
been successful for cooperatives—and
the complaint is that it has been so suc-
cessful that they are now a threat to
American business—why would it not
be successful in the case of corporate
profits as well? I do not say we can do
it now, but I did intend, when we got
to the point of doing something about
this guestion of double taxation of busi-
ness profits, to urge upon the experts
that they work out a plan along this line.

Mr. BYRNES of Wisconsin. Mr,
Chairman, will the gentleman yield?

Mr. MILLS. I yield.

Mr, BYRNES of Wisconsin. I take
it then, that the gentleman agrees that
there is double taxation in this area?

Mr. MILLS. No; I am not going to
agree to that. I am not going to agree
that there is double taxation of divi-
dends. I am going to agree that there
is double taxation in the hands of the
corporations and in the hands of the
stockholders of those limited amounts of
business profits which are paid out by
the corporation to the stockholder, as-
suming the corporate tax is not passed
on to consumers. In that instance I say
that there is double taxation.

But it is a strange thing that in spite
of the fact that there is double taxation
now, at higher rates than we have ever
experienced heretofore in American his-
tory—that is, in the last few years—that
dividends to dividend recipients and the
earnings to corporations have gone high-
er and higher, This administration in
the past few weeks or months has
bragged about the fact that corporate
earnings were higher in 1953 than at any
time under a Democratic administration.
And I take it, that it is a matter of fact
and is true.

If it is true, then it thoroughly dis-
proves the position that I took years ago
and proves the position of my distin-
guished chairman that the corporations
have successfully been able to pass on
these taxes that we have levied against
them, and the result of increasing taxes
has not reacted against the shareholder,
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has not resulted at all in reducing his
earnings.

I had in mind discussing some of the
loopholes and the question of simpli-
fication. I wanted to call to the atten-
tion of some of the committee mem-
bers—especially my friend from New
Jersey [Mr. Kean. and my friend from
Wisconsin [Mr. ByrNes], along with my
other friends—my friend from Mis-
souri—and all of the gentlemen who
worked diligently to cover up these
things when they were pointed out to
them—these things in the bill that
might have constituted loopholes. They
got by the experts. When we found
them in the committee, I know that all
of the members worked to try to cover
them up and they did cover one of them
up through the adoption of an amend-
ment.

Mr. BYRNES of Wisconsin. If the
gentleman will yield to me; I assume he
does not mean cover up, but means
clarified?

Mr. MILLS. I thank the gentleman;
I am glad the gentleman corrected me.
Certainly I did not mean cover up in that
sense. I was bragging on my friends.

But here is one situation that slipped
by. That is the situation that is covered
in section 301 (a). I called your atten-
tion yesterday to one thing, and I want
now to call your attention to some other
things. Unless you amend the bill in
section 312 (a) (1)—and I want the ex-
perts to hear this, too—unless you
amend section 312 (a) (1) to include all
securities after profits in the case of cor-
porate distributions, you are going to
permit the distribution of bonds, the dis-
tribution through issuance and redemp-
tion of bonds of profits in a corporation
that will not be taxed in the hands of the
individuals. There is a glaring loophole.
That one got by.

I want to raise again the question in
connection with section 214. Who is it
that is going to make a determination
about whether a woman’s husband is
mentally or physically defective; and,
oh, they use such charming language.
Is he mentally or physically defective if
he is a drunkard, for the purposes of
that section? Is there anything in the
law that you are repealing? Are there
any regulations or a law that tell you
that the Commissioner of Internal Reve-
nue could not hire doctors to make that
determination? You say he would not
do it, but are we legislating here for men
or are we legislating laws that they can
read and understand?

Yes, there are many other provisions.
I will call to the attention of my friend
from New Jersey another. I do not sin-
gle him out, I just mention all of you. In
the case of this provision we write in
here on splitting of income for a head
of a family, we say when we liberalize
that provision that it is not necessary
for an individual to be the head of a
household. We do not even require the
individual to have a household in order
to get split income under that provision
of the bill. You cannot deny it. It is
there.

Mr. BYRNES of Wisconsin. Mr.
Chairman, will the gentleman yield?

Mr. MILLS. I yield.
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Mr. BYRNES of Wisconsin. The gen=
tleman knows why we provide it, does
he not, to take care of some of these
cases where people are living out of the
household. It was because the ranking
minority member of the committee
called attention fo the injustice that
would be done if we did not take this.

Mr. MILLS. I call the gentleman’s
attention to what is in the bill. It is
there. I want to show you what it does.
I am not saying when you offer an
amendment to increase exemptions that
it would be unfair to increase exemp-
tions, but you fellows are saying it. In
other words, a family, a man with a wife
and 2 children, under the proposal that
will be offered by the Democrats today,
who has a gross income of $5,000 will
have a tax saving of $120, but under
this revised head-of-family provision in
the bill which has been written in, in
the case of a taxpayer with $50,000 of
taxable income who has a dissolute
brother, say, somebody to whom he gives
$100 a month, do you know what his tax
credit is, even when he does not have
a household? You reduce his taxes
under this bill by $6,520. Do you know
what you do when $40,000 of that $50,000
represents dividend income? You reduce
his tax by $10,470. Yet you contend that
because we have the nerve, the audacity
to come out here with a proposal to do
something for individuals who are going
to pay more tax this year if they have
earnings less than $3,500, then we either
demagog or we are bankrupting the
Federal Treasury.

I ask you how you can justify reducing
one individual's tax under this bill by
over $10,000 and declining to reduce the
tax of another by $120. Are we so blind
to fairness, are we so blind to under-
standing, that we have reached the point
that we have to trot down the aisle here
and vote just as somebody has told us
to vote? Have we reached that stage in
American history? I thought we were
getting away from it. I thought you
people had said when you condemned the
Democratic Congresses in the past, “If
you will ever put us in control we will not
be rubber stamps, we will not be rubber-
stamped into doing something we know
is not fair, that we know is not equitable.”

The only way you can get out of this
situation is to vote for the Democratic
motion to recommit, to give something
in the way of tax relief to those who do
not have it and who will not have under
this bill.

DOES THE BILL REALLY PROVIDE FOR TAX

SIMPLIFICATION?

I am as desirous as anyone in seeing
our tax laws simplified. Since the bill
was printed, I have checked a few provi-
sions, just to see how much simplification
is provided in it.

I have been very disappointed in those
few instances. I fear that taxpayers are
going to find so many rules, limitations,
and qualifications tbhat it will be prac-
tically impossible for them to intelli-
gently fill out a tax return.

For example, take the credit for de-
pendents. At least a half a dozen new
rules are added.

In some cases, the taxpayer would still
lose the credit for a dependent who has
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a gross income of $600 or more. In
others, if the taxpayer has a child who
works and who is under the age of 19,
or who is a student, he would not lose him
as a dependent il he earns more than the
present $600 limitation, provided he is
still furnished more than one-half of
his support by the taxpayer.

Then when you come to determining
who is a student in such a cases, you also
run into determining whether or not the
educational institution which he is at-
tending meets the definition in the bill.

In some instances, unrelated persons
would be permitted to be claimed as de-
pendents. Then there are rules relative
to multiple-support agreements.

It is not that such provisions in the
bill as this may not be just and fair.
What concerns me is the claim being
made that this is a simplification of our
tax laws.

The bill also provides special treat-
ment for sick pay. Here again I am not
saying there is no merit or logic in such
a provision. However, I am saying that
the whole new set of rules which is pro-
vided in this case are very complex.

I am sorry that time does not permit
me to go into other provisions and prob-
lems which I would like to discuss.

CRITICISM OF MINORITY REPORT

Yesterday a statement prepared by the
Treasury Department was inserted in
the Recorp. This statement dealt with
the minority report on the pending bill,
and it said that the minority views “con-
tained numerous errors in both the in-
terpretation of the existing law and of
the proposed bill. These errors are not
minor ones; they are basic and funda-
mental errors.” The Treasury Depart-
ment statement continues by saying
that the specific comments which it is
making on the minority report correct
it and “provide the basis for a correct
interpretation of the bill.”

The Treasury Department apparently
does not understand the function of a
minority report, or for that matter, of a
majority report. It is the majority re-
port which gives existing law and de-
scribes the changes which are being pro-
posed in a bill, giving the arguments for
those changes. A minority report, on the
other hand, or any dissenting views, are
supposed to set forth those areas in
which the particular members of a com-
mittee disagree with the position taken
by the majority.

I have reviewed the criticism of the
Treasury Department of our minority
report. It argues about the position
which we take and the choice of lan-
guage which we used. I am very flat-
tered that the Treasury Department was
so concerned about the points which we
made that it saw fit to take 34 type-
written pages to comment on them.

In all of these 34 pages, the Treasury
Department points out 3 errors which
we made and which we admit, One of
them is an error in the date in our com-
ments on the “bail-out” provision. It
is unfortunate that we made this error.
The other two errors are mathematieal
errors. It is worthy of note that none of
these three errors affect the prineciple in
the provisions and points under discus-
sion. For the information of the Treas-
ury Department, I would also like to
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point out that there is a misplaced deci-
mal on page 3 of the minority report.
They overlooked this error. All of the
other issues raised by the Treasury De-
partment in its statement are merely
criticisms of our criticisms.

I think the Members of the House
would find it very enlightening to read
our minority report in light of these
criticisms. In most cases, they clarify
our position and put the issues which we
raise in sharper focus.

From the study of the bill and the re-
port which I have been able to make
since they were submitted to the House,
it seems to me that it would have been
much more valuable for the Treasury
Department to have concentrated on the
bill and some of the provisions in it
which appear to need correcting.

Mr. REED of New York. Mr. Chair-
man, I yield 15 minutes to the gentleman
from New Jersey [Mr. KEan].

Mr. EEAN. Mr. Chairman, if my
good friend the gentleman from Arkan-
sas had called attention to some of these
loopholes in committee I am sure we
would have corrected them. This has
been a very complicated bill. We have
itwo bodies here, the House and the Sen-
ate. Omne of the reasons we have two
bodies is that if one of them slips up in
writing a bill these things can be cor-
rected.

Mr. MILLS. Mr. Chairman, will the
gentleman yield?

Mr. KEAN. I yield to the gentleman
from Arkansas.

Mr, MILLS. Will not my friend from
New Jersey admit that I did call at-
tention to some things in the committee?

Mr. EEAN. The gentleman did, and
they were corrected.

Mr MILLS. Only one thing.

. KEAN. The gentleman did not
call att.ention to the things about which
he was talking just now.

Mr. MILLS. Would the gentleman
not admit that it is a little unfair to ex-
pect the gentleman from Arkansas to
understand fully a bill 875 pages long,
which no expert in the country now un-
derstands?

Mr. KEAN. I am not criticizing my
friend from Arkansas.

Mr, MILLS. We find these things as
we study the bill.

Mr. KEAN. And the more the gentle-
man finds, the more good service he does
for the country.

Mr. MILLS. If the gentleman will
yield further, I did not get to cover the
matters I intended to, but I wish the gen-
tleman would advise his colleagues what
the hill does with respect to foreign sub-
sidiary and branch earnings, and I wish
the gentleman would let me know if
there may not be possible loopholes in
the provisions.

Mr. KEEAN. Mr., Chairman, on yes-
terday I called attention to the gentle-
man from Tennessee [Mr. CoopPeEr], that
the Democrat Party when in power had
never recommended an increase in ex-
emptions. He answered as follows—I
quote from the CONGRESSIONAL RECORD,
Ppage 3432:

We had to fight and finance the Second
World War and the Korean conflict. We
had to provide additional revenue during
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that tlme. Most of the additional taxes
were put on by lowering the exemptions.

The gentleman is just as wrong as he
could be. Most of the additional reve-
nue was secured by increasing the rates.
In 1941, just before World War II, the
exemption for a married couple was
$1,560 and the exemption for depend-
ents was $400 apiece. Thus, the total
exemption for the average American
family—a married man with two de-
pendents—was only $2,300. Today the
same family has a greater exemption
$2,400. In 1941 the tax on the lowest
income bracket was 10 percent. Today
it is 20 percent.

If, as the gentleman advocates—I
quote—"‘The burden should be taken off
just exactly as it was put on,” he should
favor a decrease in rates rather than in
exemptions.

Iinclude a table showing rates and ex-
emptions since the inception of the in-
come tax.

Income-taxr rates and exemptions, 1913-54

Exemptions

Range of
tes

Income
o (pzracent)

Single | Married

Mar. 1—
1913-15....-] 1
2

renl

JEs8EEsesassnantas

gassaasassaanst

B e reppsssppppppmal
SBESEEEEEEEEE88888

59
500 per capita
600 per ecapita

ta. Exeluﬁlm of the defense tax of 10 percent of the total
x due.

1 Exclusive of the vietory tax applicable to 1943, which
was imposed at a rate of 5 percent on net income after a
specific exemption of $1,245 for & married couple filing a
joint return and $624 for other taxpayers.

This is a tax revision bill. It is nof a
tax reduction bill. Reductions are an
incidental result of the correction of in-
equities and an attempt to stimulate the
economy.

Tax reduction as a primary object has
been provided by other bills and laws
which will result in approximately a $6
billion benefit to American taxpayers in
1954,

In this bill, as has been previously
stated, $778 million of the benefits go to
individuals in fiscal 1954, while $619 mil-
lion go to corporations.

It is the latter, plus the dividend pro-
vision—together amounting to only
about 10 percent of the entire tax re-
duction for 1954, which have given rise
to all the attacks on this bill from Dem-
ocrat sources. This moderate amount
of benefit to business is what our Dem-
ocrat friends characterize as a horrible
example of the trickle-down theory.

But we must never forget that with-
out successful employers there would be

March 18

no employees, no jobs, no payrolls.
Under our free economy it is only the
possibility of making money which pro-
vides the incentive for men to devote
their time, their energy, their ability, and
their capital to industry.

The heaviest immediate loss in the
proposed bill will come from the provi-
sion for speedier amortization of new
plant and equipment. Certainly mod-
ernization of plant is advisable—not only
will it make jobs immediately when new
machinery is ordered from the heavy in-
dustry which manufactures it—and this
by the way will right now stimulate em-
ployment and help in combating the re-
cession—but more modern machinery
will make it possible to produce cheaper
goods for our people to buy.

It is also true that the greatest deter-
rent to attack from the Communist
forces is the industrial might of Ameri-
ca. Anything that we can do to
strengthen and modernize our plant will
be a step toward maintaining peace.

Today when the president of a cor-
poration recommends to his board of
directors the installing of new ma-
chinery, the first question the members
of the board will ask him, How does
this machinery stand on our books? If,
as is often the case, the president must
say that owing to the straight line de-
preciation which has been in general use,
the machinery is still on the company’s
books at a high figure that its abandon-
ment or sale will result in a substantial
loss which must be reflected in current
operating figures, you hit a roadblock
which has often caused the directors to
refuse to install the new machinery and
modernize the plant.

The provision in this bill by which new
machinery can be written off—two-
thirds over the first half of its useful
life—is sound and realistic, and though
it will result in the immediate heavy loss
to the Treasury so harped on by our
Democrat friends, there will be practi-
cally no loss to the Treasury in the long
run, as writing off machinery faster in
earlier years means smaller write-offs in
later years.

Now let us talk a while about the so-
called double taxation of dividends and
the small step provided by this bill to al-
leviate this situation.

The minority leader in his television
broadcast read some figures as to who
will immediately benefit from the pro-
gram. These figures are not the same
as those given me by the Joint Com-
mittee on Internal Revenue Taxation,
who tell me that approximately 50 per-
cent, of dividend recipients have incomes
under $5,000 and that approximately 12
percent of all homeowners own stock.

However, do not let us quibble about
figures. Even if the figures mentioned
by the minority are correct, this pro-
vision should not be eliminated.

What the Democrats refuse to recog-
nize—at least publicly—is that the pur-
pose of this section of the bill is not to
give any special benefits to those already
holding stocks, but is aimed to encour-
age more and more Americans to pur-
chase shares in future years and thus
help build up our Nation.

Whether the figure of the number of
families who are contributing to our ven-
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ture capital is 8 percent or 12 percent, it -

is far too low. This proposal is an at-
tempt to encourage them to make mora
common-stock investments, With the
very high income tax rates, with high
estate and inheritance taxes, the source
of the capital which in America'’s past
has financed new expansion—the excess
income of the wealthy—is fast drying
up. Some new source must be found and
thus by this suggested amendment to the
law an attempt is being made to tap
the area where the largest income is
found today; this is the great middle
income group. The aim is to ma¥ke it
more attractive for this largest income
group to use their savings in a construc-
tive way to add to our Nation's growth.

This is the reason why the Eisenhower
administration considers this proposal
to be such an important part of its tax
program.

This is the reason why in Canada and
Great Britain even more benefits are
given to those who receive dividends
than is provided in this bill. In Canada
it is 20 percent. In Great Britain it is
in effect 30 percent.

To do this is for the good of all the
American people. It is not, as some pol-
iticians would like the people to believe,
because the Eisenhower administration
has a special desire to ease the tax bur-
den of those who receive dividends.

The administration realizes, wisely,
that some method must be found to stim-
ulate investments in risk capital, for risk
capital is the type of investment which
increases production and thereby makes
more jobs.

There has been a tendency lately for
corporations in this country to expand
chiefly by increasing their debts. This
is a dangerous course if business slackens
for, to avoid bankruptey, interest on
debts must be paid whether earnings
warrant it or not.

The best way for a business to provide
new machinery, new plants, and new
equipment is to get money from its pres-
ent shareholders, or other new share-
holders who, thus, become partners in
the business. This type of investment
should be encouraged.

Most corporations cannot get new cap-
ital by selling stock at present prices
without diluting the eapital already con-
tributed by their shareholders. Of listed
stocks, 62 percent are selling at prices
below the value of the assets of the cor-
poration and 48 percent are selling more
than 20 percent below the companies’
assets.

The matter is even more important for
the small corporations which cannot
always borrow money from banks at rea-
sonable rates as generally is possible for
large corporations. A small corporation
usually can only finance itself by issuing
additional stock and the price which in-
vestors will pay for this stock is far below
the book value.

The method provided by this bill to
accomplish this purpose was not the one
which I favored. For a long time I have
suggested that dividends should be
exempt from the basic tax, which now
is 20 percent. By this method those in
the lower income brackets would, to a
large extent, receive their dividends tax
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free and so it would be greatly to their
advantage to invest in sound equities.

This 20 percent exemption would, of
course, apply to every taxpayer, and
those with higher incomes would still
have their dividends taxed at progres-
sive surtax rates,

You may remember that previous to
1936 dividends were exempt from the
normal tax which was then 8 percent.
One might say now that the bottom 20
percent is the normal tax.

The reason why this suggestion of
mine was considered impractical at this
time was the large immediate loss of
revenue—perhaps $1,400,000,000. Rec-
ognizing that the Treasury, under pres-
ent circumstances, could not stand such
a loss, I did not press my suggestion.
However, I hope that at some future
time such a provision will be substituted
for the plan proposed in this bill.

Besides the above, the other portion
of the bill which costs the next largest
amount of money—$147 million to be
exact—and is listed among the aids to
business, so complained about by the
Democrats, is the provision lowering the
corporation tax for those doing business
abroad.

The purpose of this is to further our
foreign policy by encouraging American
investment in foreign countries. I have
heard no Demoerat criticize this either
yesterday or today even though this item
represents about 20 percent of the aids
to business about which they complain
so loudly.

Now let us get down to the question
of the personal exemption. I happen to
be the one who proposed in committee
the amendment which was enacted in
the 80th Congress, which increased the
exemption from $500 to $600, so you can
gather that I am not unfriendly to the
idea of increasing exemptions when the
time is ripe.

And, by the way, I want to repeat that
though the Democrats were in charge of
this Government for 20 years, they never
proposed increases in exemptions when
they had the responsibility for our fiscal
policy, and while they had the majority
in Congress to put such a provision
through. They do so now only in an
attempt to make political capital.

Let us look at the record.

From 1925 to 1931—when the Repub=
licans were in control—the exemption
for a single person was $1,500; for a
married person $3,500. At that time the
tax in the lowest bracket was only 115
percent.

Then the Democrats came into power.
The exemption for a married person was
reduced to $2,500. The lowest brackef
rate was increased to 4 percent.

In 1940—long before Pearl Harbor—
the exemption for a single person was
reduced to $800; and for a married per-
son to $2,000.

In 1941, the exemption for a single
person was reduced to $750; for a mar-
ried person to $1,500. And the lowest
bracket rate was increased to 10 percent.

In 1942, the exemption for a single per=
son was reduced to $500; and for a mar-
ried person to $1,200. And the lowest
bracket rate was increased to 19 per-
cent,
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In 1944, the exemption for a married
person was reduced to $1,000. The
lowest bracket rate was increased to 23
percent.

It was only in the 80th Republican
Congress that the trend was reversed
and the exemption was raised to $600;
and the lowest bracket rate was reduced
to 16.6 percent. There has been no
change in the exemption since Truman
was elected in 1948, but the lowest
bracket rate was increased to 22 percent,
returning to 20 percent on January 1 of
this year.

Today when they have no responsi-
bility Democrat hearts are bleeding for
the little man who they did not take care
of while they were in charge.

We Republicans are thinking of the
little man. We want him to have a job
at good pay. We do not want the cost
of living to soar so that he cannot buy
the same amount of necessities with his
earnings as he can now.

We realize that with expanded indus-
try and the renewed prosperity which
this bill will help bring about that he
will receive more increase in pay per
hour than the cent or two saving he
would receive per hour of work, through
the increased $100 exemption. What
good is an additional $100 exemption to
a man who has not got a job?

To oppose cutting expenditures, as
have most Democrats; to try to buy the
election at the expense of the national
solvency; to ask our children and grand-
children to bear the added burden of in-
creased national debt to pay for this gen-
eration's follies; to vote to increase the
deficit by more than $2 billion and thus
set the base for a new rise in the cost
of living—is sheer irresponsibility.

Mr. BYRNES of Wisconsin. Mr,
Chairman, will the gentleman yield?

Mr. KEAN. I yield to the gentleman
from Wisconsin.

Mr. BYRNES of Wisconsin. The
gentleman referred to the method sug-
gested by the gentleman from Tennessee
as the way to reduce taxes; that is, by
taking off the last taxes that were im-
posed. If we followed that to a logical
conclusion we would have to take off the
increase in liquor tax—that was the last
one that went on—also the tax on ciga-
rettes, and there are various other taxes.
If you followed his formula they would
have to come off before the personal
exemption.

Mr. KEAN. Of course. Iwould like to
call attention to the fact that the tax
in the lowest income bracket, the tax on
the little man, when the Republicans
were in control in 1931, was 15 percent
instead of the 20 percent which it is now.

Mr. FORAND. Mr. Chairman, will
the gentleman yield?

Mr. EEAN. I yield to the gentleman
from Rhode Island.

Mr. FORAND. The reasonIam asking
the gentleman to yield is not to take issue
with anything he has said but to bring
up the question that was put to me and I
cannot answer. I hope that either the
gentleman from New Jersey, the chair-
man of the Committee on Ways and
Means or any other Member will be able
to give me the answer. The gentleman
will recall that in commitfee I brought
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up the subject of these various companies
that are buying going plants and ligui-
dating them. I wonder whether or not
under this double taxation feature, the
gadget we have in here, that would not
be an invitation to some of these fly-by-
night organizations to go out and buy
plants.

Mr. KEAN. No, it would not on ac-
count of the fact that the declining bal-
ance can only be on new machinery and
equipment, not machinery or equipment
that is bought second hand.

Mr. FORAND. A fly-by-night opera-
tor could come in, build a plant and take
advantage of this depreciation over the
period of a few years, then sell out, liqui-
date his plant. He already will have,
within 5 years, recovered two-thirds, at
Jeast, of his capital insofar as deprecia-
tion is concerned; is that correct?

Mr. KEAN. Yes.

Mr. FORAND. I wish somebody
would give that serious thought so as to
give me a definite answer sometime be-
fore the debate is concluded. I do not
expect the gentleman to do it now, be-
cause it is too deep a question.

Mr. KERSTEN of Wisconsin. Mr.
Chairman, will the gentleman yield?

Mr. KEAN. I yield fo the gentleman
from Wisconsin.

Mr. KERSTEN of Wisconsin. Does
the gentleman know the amount of per-
sonal exemption, or exemption for fami-
lies, when the Democrats took over in
19317

Mr. KEAN. Yes. The exemption
when the Democrats took over was $3,-
500 for a married person and $400 for a
dependent, and they reduced that
steadily. Of course, as I said in the early
part of my speech, the exemption today
for the average American family is
greater than it was at the time the war
started.

Mr. EERSTEN of Wisconsin. I thank
the gentleman.

Mr. FORAND. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Michigan [Mr. RasauTl.

Mr. RABAUT. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REcoRD.

The SPEAKER. Is there objection to
the request of the gentleman from
Michigan?

There was no objection.

Mr. RABAUT. Mr. Chairman, the
bill now before us indicates, it seems to
me, the willingness of the present ad-
ministration to follow a policy of deficit
financing for the sake of redeeming a
campaign pledge. The realities of our
budget situation have, I presume, dawned
on them after a litfle more than 1
year in office, but the clamor of their
political supporters for tax relief has
drowned out the weakened echo of their
companion pledge to balance the budget,
and thus, we have the bill before us
today.

If we can accept the President's as-
surances in his January 21 budget mes-
sage that his administration has ex-
perienced some success in “improving
the budgetary outlook,” the question
then becomes how best to reduce taxes.
‘What principles, in other words, will we
apply to this revision of the revenue
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laws in the light of the economic situa-
tion prevailing today?

This administration has consistently
shut its eyes to the seriousness of what
it has called a rolling readjustment in
the economic life of the Nation. It has
sat by complacently as unemployment
figures have mounted sharply in every
corner of the Nation. While more than
100,000 people in my own city of Detroit
have lost their jobs, the administration
has played down the emergency nature
of this basically human problem, and
the bill before us is clear evidence that
there is, at this hour, no inclination to
look the facts of life square in the eye
and to act courageously to avoid their
consequences.

Dedicated to the trickle-down theory
of political economics, the administra-
tion has put the emphasis in this bill
on releasing more income for invest-
ment purposes. The concessions in this
bill for corporations and stockholders
have been defended as a means to the
end of stimulating more investment and
consequently expanding productive fa-
cilities.

The bill is heralded, nevertheless, as a
relief measure for the average taxpayer.
It seems to me that Republicans have a
distorted picture of the average Ameri-
can taxpayeer. Only 15 percent of the
tax relief provided in this bill will go
to taxpayers whose incomes are under
$5,000 while 41 percent goes to those in
the bracket of $5,000 or over and 44 per-
cent goes to corporations. When the
bill is fully effective, only a measly 6
percent will go to those in the under
$5,000 bracket.

Typical of the provisions in this bill
which are definitely not relief for the
average taxpayer and which reflect the
traditional Republican “trickle-down”
theory of economics is the so-called
dividend tax credit. When fully ef-
fective this provision will permit per-
sons receiving corporate dividends to
have the first $100 of the dividend in-
come tax free, and will also permit them
to reduce their tax bill by an amount
equivalent to 10 percent of their remain-
ing dividend income. This means that
a person with $2,100 in dividend income
will be allowed $100 tax free, and then
will be allowed to reduce his tax bill, and
increase his take-home pay by 10 per-
:egt of the remaining $2,000—or by

200.

Income from dividends is high at the
present time and profits have been
plowed back into corporations in record-
breaking amounts. Furthermore, 92
percent of American families own no
stock. Of the remaining 8 percent, six-
tenths of 1 percent own 80 percent of
all publicly held stock.

This is nof, therefore, by any stretch
of the imagination, relief for the average
taxpayer and, I am convinced, that it is
economically unsound in the situation
facing us today.

During World War IT and the Eorean
emergency, this Government greatly as-
sisted industry in the expansion of pro-
ductive facilities. Today, we are the in-
dustrial and manufacturing colossus of
the entire world.

With the end of hostilities in Korea,
we are now searching desperately for
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- peacetime uses for thousands of plants

and machines. So, there is no need at
present for stimulating industrial ex-
pansion,

What we do need is a tax measure that
will increase the purchasing power of
those who will spend their money and
that means the millions and millions of
Americans in the lower-income brackets,
because purchasing power is the only
economic force that will increase sales,
reduce inventories, increase orders to
wholesalers and manufacturers, and
then, increase production, payrolls, and
jobs. Whatever the increase in incen-
tives provided in this tax bill for equity
capital, there will be no increases in sales
or production if people do not have the
money to buy and people without jobs
do not spend money.

Certainly there are a number of bene-
ficial provisions in this huge and com-
plex piece of legislation, provisions which
I would ardently support if they were
not wrapped up in this economically
unsound package.

It is my intention, therefore, to sup-
port a motion to recommit this bill with
instructions to strike the dividend tax
credit and to increase the personal and
dependency exemptions from $600 to
$700.

This increase in the amount of exemp-
tions is the most direct way to release
consumer buying power. It would re-
move 7 million taxpapers completely
from the tax rolls. It would mean a
tax saving of $80 per year for a married
taxpayer with 2 dependents and hav-
ing a net annual income of $4,000.
Translate that saving into millions of
dollars marching into automobile show-
rooms, home-appliance stores, farm-
equipment dealers and you have some
idea of what can be done in this bill
to alleviate unemployment and give real
relief to those in the greatest need. I
mean real relief because this would be
more than a tax savings, it would mean
jobs, and jobs are desperately needed
by millions of Americans at this very
moment.

I urge my colleagues to support this
motion to recommit and I invite my
Republican friends to join with us.

Mr. FORAND. Mr. Chairman, I yield
5 minutes to the gentleman from Mis-
souri [Mr. BoLLingl.

Mr. BOLLING. Mr. Chairman, in the
last few days I have had an opportunity
to examine two reports that have come
from agencies of the Government. One
is from the Office of Business Economics
of the United States Department of Com-
merce, and the other one was made avail-
able to the press today by the Federal
Reserve Board.

After studying the two very interest-
ing reports, I am inclined to the belief
that if my distinguished colleagues on
the Republican side of the aisle would
study these reports with care, and if the
President of the United States had
studied them there might be less talk
about politics in the matter.

Now, I am a member of the Joint Com-
mittee on the Economic Report, the
minority of which unanimously recom-
mended an increase in personal income-
tax exemptions and a reduction in excise
taxes. I would like to point to the Re-
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publican Members of the House that
there are conservative economists who
feel that there is a legitimate argument
between these two points of view on
taxes. I happen to believe that under
certain circumstances there is consid-
erable force to the argument made by
the administration that it is important
to increase the amount of money avail-
able for investment so that additional
plant and equipment can be built, thus
creating jobs. The argument is classic.
But I think it equally obvious that an-
other approach makes some sense, too.
And that is that if we have a situation
where our productive capacity has out-
run our capacity to consume, it is sen-
sible to do something to increase the
ability of the consumer to buy those
things which our productive capacity
brings into being. It is a fact that dur-
ing the period immediately after Korea
we did a great deal to increase our pro-
ductive capacity. The number of tens
of billions of dollars in accelerated
amortization that we granted to industry
to increase productive capacity reveals
how much plant expansion there was.

Now there is very good reason to be-
lieve that at the moment, with unem-
ployment increasing, with our productive
capacity so great, the imbalance is on
the side of consumption. This, I be-
lieve, is a fair statement of the two sides
in this discussion. Both can be legit-
imately advanced by honest and
thoughtful men.

What is important for us to consider
now is that two very significant reports
have been made recently. The Depart-
ment of Commerce report was released
today. The other report, from the Fed-
eral Reserve Board, was furnished the
press today for release tomorrow. Do
not misunderstand me. Someone might
get the implication from what I say that
the Federal Reserve is holding off release
of this particular report until tomorrow
because they think it might have an in-
fluence on this tax legislation. Frankly,
I believe this report might influence the
vote on this legislation, but I do not be-
lieve the Board deliberately postponed
the release date. I believe the timing of
the release is entirely accidental.

The Department of Commerce report
Indicates that despite the fact that busi-
ness knows the administration position
on tax legislation, business plans today
to invest 4 percent less in the current
year than it did in 1953. Thus, despite
the fact that business obviously knows
the intent of the administration, there
is going to be 4 percent less, if business
plans are followed through, invested in
plant and equipment in this year than
during 1953.

The other report is the annual report
of the Federal Reserve Board with re-
gard to consumer finance. This report
is prepared by the Federal Reserve
Board in cooperation with the Univer-
sity of Michigan Research Center. It
shows very clearly that based on what a
scientifically selected sample of con-
sumers said in January and February of
this year, consumer plans to buy goods,
particularly housing and hard goods,
have decreased compared with last year.

I think this is a convincing argument
that what we need to do is to give the
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consumer greater purchasing power to-
day. Only by so doing can we stimulate
the economy to a quick return to full
employment. Tax relief to the mass of
consumers is the quickest way to get the
job done. The motion to recommit
which will be offered makes good eco-
nomic sense.

Mr. VURSELL. Mr. Chairman, I ask
unanimous consent to extend my re-
marks at this point in the RECORD.

The CHAIRMAN. Is there objection
to the request of the gentleman from
Illinois?

There was no objection.

Mr. VURSELL. Mr. Chairman, in dis-
cussing this tax bill before us, let us get
the truth as to who has been robbing,
with unbearable taxes, the small tax-
payers for the last 20 years. I suggest,
since the Democratic leadership has sud-
denly become the champion of the small
taxpayer in this session of Congress, that
the small taxpayer and the people take
a look at the past of the party leaders,
and see what they have done to the little
taxpayer for the 20 years they have been
in power. They say in this bill they
want to raise the exemptions of the little
taxpayer from $600 to $700. The record
shows that when the Republican Party
went out of power in 1932 a husband and
wife had $3,500 tax exemption. The
Democratic administration began reduc-
ing these exemptions until in the 15 years
following they had whittled these ex-
emptions of the husband and wife down
to $500 each. Also, they had whittled
down the single person’s exemption from
$1,500, under the Republicans, to $500
exemption, under them.

And to make it tough on those small
taxpayers, the Democrats increased taxes
in hundreds of different ways until they
had all of the little taxpayers paying
heavy excise or hidden taxes on every=
thing they bought.

By comparison, when the 80th Repub-
lican Congress came to power in 1947 our
first move was to give the little taxpayers
in the lower bracket an increase of $100
in exemption, raising it from $500 to
$600. In that tax bill we also gave all
people their first tax reduction in 15
years of about $6 billion; gave them the
$100 extra exemption, and gave the
older people over 65 years of age each
an additional $600 tax exemption. This
removed over 6 million people from pay-
ing any taxes. The Democrats then took
the same position of opposition they are
today taking on the floor of this House
when we are trying to give the people a
total tax reduction of $7 billion. The
same leaders of the party fought that tax
bill for the same apparent political rea=
sons they are fiehting this tax bill today.

They are employing the same tactics.
They offered a motion to recommit that
tax bill and the same leaders will offer
a motion to recommit this tax bill.
These leaders and 159 Democrats voted
to recommit that Republican tax relief
bill, while 258 Republicans voted against
recommitting the tax bill, and it was sent
to the Senate, which upheld the Repub-
lican action in the House, and it then
went to President Truman. The Presi-
dent vetoed the bill, and the same leaders
and 88 Democrats voted to uphold the
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President to give the people at that time
no tax relief.

However, all Republicans, supported
by a number of Democrats, voted to
override the President’s veto, with a total
of 311 votes, and the little taxpayers got
a general reduction of about 11 percent,
plus the extra $100 exemption for every
taxpayer, plus the $600 exemption for
all of the older people over 65, which
they have all been enjoying for the last
8 years as the result of the action of the
Republican 80th Congress.

They said then, as they are saying
now, and the labor bosses that were
working with them then, as they are
working with them now, said that it was
a rich man's tax bill, even though they
knew that the small taxpayers got, in
every instance, a much greater percent-
age reduction than did those in the
higher brackets. While the small tax-
payers got over 11 percent reduction,
those in the highest brackets got as little
as 2 percent reduction.

For 20 years their party was in power,
following a policy of tax and tax and
spend and spend. At the close of their
tenure of office 1 year ago they had laid
more and more taxes on the people until
no housewife or other person could
buy anything over the counter unless the
price of that article had been inflated by
direct and hidden tfaxes, which has
brought to the American people the
highest taxes in their history.

Direct-tax collections from individual
citizens under their leadership has gone
up from only $427 million—not billion—
to $30 billion—70 times as much.

Tax collections from corporations are
35 times as much.

Sales-tax collections on everything
everybody buys have gone up 20 times
as much under the Democratic admin-
istration.

May I say here that the Democrats
tried to recommit, and failed, the bill
we passed last week in this House which
will cut the excise or sales tax the people
have to pay by over $915 million.

Let me show you what they have done
to the average family. When the Demo-
crats came to power in 1933: if a mar-
ried man with two children had to pay
on a net income of $5,000, his taxes were
$68, but in 1952, when Democratic rule
ended, the same man had to pay $461,
nearly seven times as much,

He had to pay 10 times as much taxes
on some articles, 25 percent more on
cigarettes, more than 3 times as much
taxes on his auto, twice as much on gaso=-
line, twice as much on radios, and he
was paying Federal sales taxes on thou-
sands of things that were untaxed in
1933.

These spenders that are trying to de-
feat this tax bill today ran the national
debt up to $256 billion, and, by resulting
inflation, got the cost of living so high
that it cut the people’s dollar in spend-
ing power down to 50 cents. Food went
up nearly 4 times; clothing more than
double; housefurnishings went up 2%
times.

For the past 20 years the Democrats
have been shouting for higher spending
and higher taxes. For the past 20 years
they have constantly raised taxes and
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never once reduced them. They, appar=
ently, lost their voice so far as reducing
taxes was concerned, but now, in this
election year, when they want to return
to power, they have suddenly found their
voice and, for the first time, are shout=
ing about reducing income-tfax exemp=
tions.

Knowing their past record has been
s0 bad they have no worthwhile issue
to present to the people in their mad
scramble to get back in power; they are
suddenly full of compassion for the little
fellow, but, apparently, not for the little
fellow’s children and grandchildren, who
will have to pay an increased national
debt they would pass on fo them.

If they have their way, which they
will not, they will prevent the people
from having a balanced budget, which
will start another wave of inflation that
will cost the little taxpayers, each year,
in higher prices, twice as much as the
small amount they would save in taxes
by securing an extra $100 tax exemption.

The people asked for a change.

After 20 years of waste, extravagance,
and corruption in Government, the peo-
ple lost confidence in the leaders of the
Democratic Party and voted in 1952 for
a change.

Under the reckless spending and the
heavy burden of taxes the confidence
of the people was destroyed to the point
in the past administration that they
were selling their bonds by the hundreds
of millions of dollars a year into the
Federal Treasury faster than the Fed-
eral Treasury could sell bonds back to
the people. They voted to put Presi-
dent Eisenhower at the head of this Na-
tion by a tremendous majority and
elected a Republican Congress. They
want him and his party to lead the way
and clean up the mess we inherited.

Within 1 short year under this new
leadership the people have regained
their confidence which is indicated in
the fact that they are buying hundreds
of millions of dollars worth more of sav-
ings bonds today and keeping them for
investment more than are being turned
in and cashed by the Federal Treasury.

They have seen the war stopped by
the new administration and they are
grateful throughout the Nation. They
have seen the application of honesty,
integrity, and economy in Government
and they like that change. I will have
more to say about that economy in a
minute.

May I say to the minority leaders who
have been claiming in the past that they
want to support the President, that the
position they are taking on this bill
when the chips are down, which the
President, the Republican leadership,
and the best-informed people in the Na-
tion know will mean so much to fight off
a recession and to put the country on a
sound, prosperous, and expanding econ-
omy and making jobs for millions of peo-
ple, certainly refute your former state-
ments. They want the President to lead.
They want you to follow and help him.
You have had your try and failed.

In the past campaign we told the peo=
ple that our policy on the domestic front
would be at the earliest possible date to
reduce taxes and balance the budget.
We are keeping that promise.
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In the campaign your party declared
we could do neither of them. Is it the
policy of you of the minority party to
disregard the intere.. of the people and
the Nation by trying to prevent President
Eisenhower and the people from having
a balanced budget and a reduction of
taxes?

We cut the Truman budget last year
which he said could not be cut, by ap-
proximately $14 billion. That was our
first step to give the people tax relief
and the hope of giving them a balanced
budget. Had we not done that, we would
not be trying to reduce taxes by $7 bil-
lion in this session. But we did it, and
if the minority party will cooperate in
this tax bill and for a further reduction
of the cost of government, we may yet,
in this session, be able to reduce the cost
of government sufficiently to have a bal-
anced budget this coming July 1.

We have reversed your past spending
policies to the extent that we will be
within striking distance of a balanced
budget and at the same time give the
American people $7 billions in tax relief.
If you are able to force this additional
$100 tax exemption it will give no benefit
to the people in the lower bracket. It
will start a wave of inflation which will
raise the cost of living more than enough
to wipe out the $20 or $30 a year they
would get in tax reduction. It will in-
crease the budget deficit by $24 billion
more at a time when our party and the
people not only want a tax reduction, but
want a balanced budget that will prevent
further inflation.

At this time when we are making a
transition from a war economy to a
peacetime economy and have before us
sound policies, including tax reduction
so far as our economy will stand, in an
effort to make this transition from a war
economy to a peacetime economy and
prevent a recession; this is a time with
world conditions as serious as they are
for the Members of this House on both
sides of the aisle, to have the courage
to do the things they know to be right;
to have the courage to tell the American
people the truth. This is the time for
the Members of this Congress to reach,
before the people we represent, the pin-
nacle of statesmanship, which will give
them the confidence they need now,
rather than to revert to cheap political
expediency.

A RICH MAN'S TAX BILL

The minority leaders pull out that old
shopworn scarecrow by calling this a
rich man’s tax bill. Of course, nothing
could be further from the truth. I wish
I had time to tell the millions of poor
people and those in the small bracket
who really need tax relief the reduction
in taxes this bill will give them.

This bill will give relief to the heads
of families and to the widows. It will
give tax exemption relief to the school-
teachers, firemen, the elderly people liv-
ing on meager earnings. It will give re-
lief to countless thousands who buy auto-
mobiles, refrigerators, or anything on
installment payments. It will allow
greater reductions for doctor bills, medi-
cal care, child care, on insurance pre-
mium, and to those drawing annuities
and retirement income, It will give to
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that group alone $125 million in tax
relief.

In fact, it gives in tax relief to all indi-
viduals $778 million.

Now, let us see how we treat the rich
and the corporations, to which the
minority has referred to as receiving
special treatment.

Instead of letting the present corpora-
tion tax of 52 percent drop to 47 percent
on April 1, we are extending that tax
which will cost the corporations $1,200,-
000,000. We are extending that tax for
another year, because we prefer to and
are giving the individual income-tax
payer $778 millions relief. We are ex-
tending that corporation tax for the fur-
ther reason that if we reduced it April
1, it would add to the budget deficit an-
other $1,200,000,000. Yet, for political
purposes, the labor bosses through their
magazines and the minority party try
to make the small taxpayer believe that
this bill before us favors the well-to-do
rather than the great majority of the
people in the low and middle tax
brackets.

Such a statement is an insult to the
intelligence of the people in the lower
brackets, and they will not be deceived.
They are more intelligent than some pol-
iticians believe them to be.

Mr. McVEY. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REcorb.

The SPEAKER. Is there objection to
the request of the gentleman from Illi-
nois?

There was no objection.

Mr. McVEY. Mr. Chairman, in the
beginning, I should like to compliment
Congressman DaNIEL A. REEp and his
committee for the accomplishment of
a most difficult and burdensome task in
their effort to bring out before the Con-
gress a revision of our Internal Revenue
Code. This committee has endeavored
to bring out a bill that is consistent with
the responsibilities of our Government.
The hearings which this committee has
held have resulted in a bill which con-
sists of 875 pages of information packed
with discussions and statistics.

The attitude of the chairman of this
committee, Congressman Reep, with re-
gard to reduced expenditures and re-
duced taxes is well known by the people
of this country from the Canadian border
to our southern boundary, and from the
Atlantic coast to the Pacific coast. Cer-
tainly no one has tried harder than he
has to relieve our people of the burden-
some taxes which the last 20 years have
placed upon us. One of the most impor-
tant questions arising in connection with
this measure, H. R. 3300, refers to the
possibility of a raise in the exemption of
those who pay income taxes. This is a
question that has given me a great deal
of thought,

Last week Congressman BisHor came
to me with a paper asking me to state my
position with regard to the change in the
amount of income-tax exemption. I told
him that I wanted to have more time to
think about this subject. Later Con-
gressman ARENDS came to me, and I gave
him the same type of answer. I wanted
to study this problem because I think it
is packed with more dynamite politically
than anything that has heretofore been
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considered by this Congress. Our posi-
tion with regard to what should be done
is going to test our measure as proper
representatives of this country before the
bar of public opinion. We are going to
indicate to our people whether we are
politicians catering principally to votes,
or whether we feel it is our duty to work
for the general welfare of our country.

I am one of the millions of Americans
who would have been pleased to see ex-
penditures reduced more rapidly; I am
one of the millions of Americans who
feel that after the expenditure of more
than $100 billion abroad to help other
countries, we might well begin to look
more closely to the interests of our own
people. Of course we know that an in-
crease in the tax exemption is a matter
in which the people are intensely in-
terested. But today we face realities.
We have a budget which we must at-
tempt to balance, and what we think of
our expenditures and the need for the
reduction of them is only a part of the
factor which we must consider at this
moment. We have a fiscal responsibility
to perform. The President has told us
that he expects a deficit. of something
less than three billion dollars if his pro-
gram is followed by the Congress. Un-
less we provide for a greater reduction
in expenditures, an increased tax exemp-
tion will add about two and one-half
billions of dollars to that deficit.

Now, I am decidedly for an increase
in the amount of the tax exemption. I
believe the increase from $600 to $700
is entirely logical and reasonable under
the proper circumstances. One thing
that concerns me is that the same crowd
which intends to recommit this bill with
instructions to increase the amount of
the tax exemption, is the same crowd
that year after year has voted for our
foreign aid program and other expendi-
tures which have unbalanced this
budget most of the time for the last 15
years. If the same practice is followed
this year, we shall have an unbalanced
budget that compares pretty well with
the type of budget to which those who
are in favor of this recommittal propo-
sition have been accustomed, and which
helped to produce the situation that has
been so detrimental to our American
economy. We have seen the deficit in
our budget increase from year to year,
until we now have placed upon our peo-
ple a debt burden of approximately $275
billion. There must be an end to this
type of financing.

Now, let us look at the most recent
appropriation of this Congress for a
moment. Congress last year appropri-
ated approximately $14 billion under
that approved by the former adminis-
tration. This saving has been passed on
to the public in the way of spending
money, and it is well known that every
appropriation bill which has come be-
fore the House this year has provided
for additional cuts in spending. The
proposed saving this year is approxi-
mately $7 billion, but I believe this can
be extended further.

Now, let us look at the income-tax
exemption for a moment. The record
reads as follows since September 8, 1916.
At that time personal exemptions for
taxpayer $3,000. There was some Ie=
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duction in the amount of this exemption
during succeeding years, but no great
change came until June 25, 1940. A%
that time, the personal exemption for
head of a family was $2,000; credit of
$400 for each dependent. In the fol-
lowing year, personal exemption for
head of a family was reduced to $1,500
and credit for each dependent was $400.
Another change came in the Revenue
Act of 1942 when personal exemption
for head of a family was reduced to
$1,200 and credit for each dependent
was $350. On May 29, 1944, the reve-
nue act reduced the tax exemption of
husband and wife to $1,000 and a de-
pendent $500. This exemption was fur=-
ther reduced in the year of 1945, when
we find that the exemption for a tax-
payer was $500, and the exemption for
each dependent was in the same amount.

No relief came for this problem until
the Republican Congress of 1947 to 1948,
when on April 2, 1948, the exemption for
a taxpayer was raised to $600. The rec-
ord plainly reveals that those who now
are in favor of raising the exemption to
$700 belong to the same group that year

.after year has reduced this exemption,

and no relief is found in the record until
the year 1948. Never in the history of
this country did the group which is spon-
soring the recommittal of this measure
relieve in any way the burden of taxa-
tion on the part of our people by raising
the exemption. The record shows that
it has been downward continuously.
Now, when that group is not in power
and when it does not seem to appreciate
any fiscal responsibility, for the purpose
of vote getting it desires to make an
increase in that exemption a part of this
tax bill before us.

Never, on the floor of Congress, have
I seen politicians catering to votes more
flagrantly than on this occasion. Fiscal
responsibility seems to be completely
lacking. Any attempt to balance the
budget and to preserve the soundness of
the dollar that is so important to this
country does not enfer in to the minds
of those who want to play havoc with the
revenues of this country. The welfare
of our country and its people is a second-
ary matter altogether. The soundness
of the American dollar does not enter
into the calculation at all. Are we so
blind in our experience with deficit fi-
nancing, deficit spending, unbalanced
budget, and almost a 50-percent decrease
in the value of our dollar, that we are
unable to judge correctly the course
that we are following?

I have stated previously that I am in
favor of an increase in the amount of
tax exemption, but that type of legisla-
tion has no place in this particular reve-
nue bill. It is my feeling that we can
increase the amount of tax exemption
by sidetracking or materially reducing
our foreign aid spending bill this year.
‘We have spent billions of dollars in the
support of countries which have never
stood by our side in time of war, and
there is not much likelihood that they
ever shall render such assistance to us.
I could give you the figures showing that
we have spent hundreds of millions of
dollars in the support of countries that
are now balancing their budget, reduc-
ing taxes, and bringing relief of this
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character to their people. Some of our
money has been well spent in this direc-
tion, but the nature of the times, in my
opinion, does not warrant a continuation
of our foreign-spending program, except
in the protection of military bases for
which we have made commitments al-
ready. This expense can be met by our
military-spending program without det-
riment to our own security.

I did not vote for our mutual-security
program last year because I thought it
entailed too great an expenditure, and
I do not propose to vote for it this year.
By eliminating this expenditure, we can
increase the amount of our exemption to
$700, and, in addition, balance our
budget, which, in my opinion, is the most
important thing we can do for the Amer-
ican people; but these things ought to go
together. If we vote an increase in ex-
emption now and then pass the foreign
aid spending program, we are going to
close this year with a deficit which we are
committed to the American people to
prevent. This, it seems to me, is a sim-
ple way of raising the amount of our
exemption and balancing our budget—
two accomplishments in which we could
take just pride. If we will do this, then
we can face the future with pride in our
hearts and not shame on our lips.

Mrs. ST. GEOFGE. Mr. Speaker, I
ask unanimous consent to extend my
remarks at this point in the Recorb.

The SPEAKER. 1Is there objection to
the request of the gentlewoman from
New York?

There was no objection.

Mrs. ST. GEORGE. Mr. Chairman,
I received the following telegram from
the American Farm Bureau Federation,
giving their views on the retention of
the $600 exemption. This fine, intelli-
gent, and patriotic statement certainly
deserves a place in the REcOrD:

WasHINGTON, D. C., March 17, 1954,
Hon. EATHARINE ST. GEORGE,
House of Representatives,
Washington, D. C.*

The proposal to increase personal income-
tax exemptions is not feasible at this time
in view of other tax reductions effective this
year and the continuation of present levels
of expenditures. The income-tax bhase
should be kept broad through retention of
the present $600 exemption. All self-sup-
porting persons should make a direct contri-
bution to the support of the Federal Gov-
ernment. When the budgetary situation
permits further reduction in income taxes,
we would prefer a reduction in rates, par-
ticularly in the lower brackets, in preference
to higher exemptions.

Jorw C. LYNN,
Legislative Director,
American Farm Bureau Federation.

Mr. PERKINS. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the Recorp.

The SPEAKER. Is there objection to
the request of the gentleman from Ken-
tucky?

There was no objection.

Mr. PERKINS. Mr. Chairman, on
January 6, 1953, I introduced a bill to
inerease the dependency allowance for
income tax from $600 to $800. I am still
in favor of this plan and think it is pref-
erable to the $100 increase in exemp-
tions proposed here. However, it is de-
sirable that the purchasing power of
the little man and the wage earner be
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increased Immediately. For that rea-
son. I reluctantly accept this proposal
for a $100 increase in exemption. This
will increase the purchasing power of a
wage earner with a family of 3 by ap-
proximately $5 per month. This amount
is pitifully small, but for the average
worker who is earning $50 per week, this
is something that means better food,
adequate clothing, or sometimes neces=
sary medical attention for the family.

The economic conditions of the coun-
try are not improving. We have just
seen February end with the highest un-
employment-insurance claim load of the
year, less than 5 percent below the post-
war peak of 1950. The upturn in em-
ployment that was supposed to come in
March has now been hopefully postponed
until May. Factories are not calling
their workers back. Retail establish-
ments look forward hopefully to the
Easter boom in sales but as yet only
hopefully, and they are not calling many
workers back, The purchasing power of
our consumers is down and surplus in-
ventories are being depleted slowly if at
all. The only immediate remedy is an
increase in the purchasing power of the
consumer and the greater the base the
more effective it will be. This proposal
reaches the greatest possible base.

In my own State of Kentucky 11 per-
cent of the insured workers filed unem=-
ployment claims during the first week
of March. This group is not interested
in lower taxes but rather in higher earn-
ings. However, the employed group is
interested in increasing its ability to buy,
to purchase the essential needs for them-
selves and their families, to send their
children to school and enjoy the fruits
of their labor. An increase in the con-
sumer purchasing power will quickly be
transferred to new jobs and a great part
of the two and a quarter million work-
ers now dependent on unemployment-in-
surance payments will again become
wage earners able and anxious to become
profitable customers again.

The next immediate need of this eoun-
try is jobs for the unemployed and the
first step in that direction will be made
if we adjust the tax program in line
with the readjustment now facing our
national economy. The second step will
be to initiate a sound public-works pro-
gram. The Comprehensive Flood Con=-
trol Act of 1938 authorized a flood-con=
trol program for the Mississippi Valley.
In my own community this included
dams and reservoirs in the Big Sandy
and Kentucky River Valleys.  An imme=
diate start on these projects, together
with a revision in our tax program to
increase purchasing power, will go far
to prevent the present recession, read-
justment, or whatever you may ecall it,
from becoming a major depression. I do
not concur in the theory that we should
stand idly by, postpone the critical date
from March to May and from May to
some other indefinite date in the hope
that prosperity is just around the corner.
I have repeatedly urged action by the
executive branch of the Government and
on the floor of this House. It is not too
late, but time is running out. ILet us
take the first step here today to in-
crease consumer purchasing power and
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maintain our American standard of liv-
ing, which means so much to all of us.
Mr. GENTRY. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REcorb.

The SPEAKER. Is there objection to
the request of the gentleman from
Texas?

There was no objection.

Mr. GENTRY. Mr. Chairman, most
of the debate today is mainly occasioned
by reason of a motion that supposedly
will be made to recommit this bill with
instructions to the Ways and Means
Committee to report it back with the
dividend clause excluded and the sub-
stitution of a provision giving our 54 mil-
lion taxpayers and their dependents an
exemption of $700 for income tax pur=-
poses instead of the $600 now allowed.

This Congress, over strong and deter-
mined opposition, has taken actions that
have reduced expenditures and effected
savings of billions of dollars for our peo-
ple. The result of such a course of ac-
tion and policy, rigidly adhered to, is
reflected in the fact that during this
year, 1954, income taxes have been re-
duced 10 percent, excess profit taxes have
been eliminated entirely and most ex-
cise taxes have been reduced to 10 per-
cent from their former rates of 15 per-
cent, 20 percent or 25 percent.

These reductions in taxes were made
possible only because a majority of the
Members of this House—many times
only a bare majority—believed that the
people of our country were entitled to a
tax policy by Congress that not only
would reduce taxes this year but should
be followed by Congress until taxes be-
came more in line with what people can
afford to pay.

When Congress permitted the 10 per-
cent income tax levy to lapse in January,
it saved individual income taxpayers $3
billion. When we allowed excess profits
taxes to lapse at the same time, we saved
corporate taxpayers $1.7 billion. When
we reduced excise taxes to 10 percent
last week, we saved individual taxpayers
another $900 million.

Now, what is the situation confronting
us today? We have for consideration
H. R. 8300, the Revenue Revision Act for
1954. One of its provisions extends cor-
porate taxes to 52 percent for another
year. By operation of law, these taxes
would have been lowered to 47 percent.
Extending the 5 percent additional tax
for another year will raise an additional
$1.2 billion in revenue. H. R. 8300,
however, affords relief and corrects in-
equities in many instances. The approx=-
imate amount of saving to taxpayers,
both individual and corporate in this
bill, is approximately $1,400,000,000.

Then we have the provision in this act
which is known as the dividend exclu-
sion provision. Since 1936, in addition
to corporations having to pay taxes on
any income earned by them, the law has
provided that individual owners of the
stock also had to pay taxes on the re-
maining income without any ecredit
whatever for the fact that the earnings
of their stock had already been taxed.
Between 1906 and 1936, some credit was
given to individual owners of common
stock receiving dividends by reason of
their stock earnings having already been
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taxed. Before 1906, the earnings of cor-
porations were taxed only once,

If this bill is passed as written, the
revenue lost from the dividend provision
during fiscal year 1955 will be $240 mil-
lion. If the $100 extra exemption is sub-
stituted for the dividend provision, the
revenue lost will be $2,300,000,000. This
substitution, therefore, would further
unbalance the budget by more than $2
billion. In fiscal 1956, provided the mo-
tion to recommit carries and the addi-
tional exemption is substituted for the
dividend exclusion provision, the reve-
nue lost thereby would be $1,700,000,000.

With the exception of two or three in-
stances, I have been one of the majority
in this House who voted for the reduc-
tions in expenditures which alone have
made any tax reductions possible. I
have lost some votes on appropriations
which, had they been won, would have
made possible the passage of the motion
to recommit with safety to our financial
structure and, in addition, probably
would have balanced the budget. But
that is water over the dam.

The first and greatest requirement of
any sound, governmental financial sys-
tem is a balanced budget, which means
that a country is living within its in-
come. It is my opinion that our own
country’s economic system can be de-
stroyed if we reach the point where con-
cern is lost over whether or not it lives
within its budget.

It is well that a motion to recommit
this bill be made. In my opinion, it
should provide only for the striking of
the dividend exclusion clause from the
bill, and it should not provide, consid-
ering the state of the budget, for any
substitution that would deprive the Gov-
ernment of any revenue whatever, much
less one that would strip the Govern-
ment of more than $2 billion yearly.
Should such a motion be made, it would
receive my vote. This does not mean
that I think the dividend provision is a
bad one. Instead, I think it is one which,
if this House continues its insistence on
economy, may, in time, receive its con-
sideration.

While it is my opinion that sound
financial policy dictates that neither the
dividend nor the added exemption pro-
vision should be in this bill, I would also
support a motion to recommit it for the
substitution of an additional exemption
provision for income-tax payers which
would deprive the Government of no
more revenue than will be lost by the
dividend provision of H. R. 8300.

There is nothing truer than that the
income-tax payers of this country are de-
serving of a greater exemption than they
are now getting. It can and should be
afforded in the next revenue act, provid-
ed the 84th Congress is determined to
continue a program of economy. It
should not be given now, because the
Government would simply have to bor=
row the money lost by such an addition-
al exemption and thus further increase
our great national debt. While everyone
knows that it is good politics to vote for
the motion to recommit, it is, in my opin-
ion, not in the interest of good, sound
government.

Mr. REED of New York. Mr. Chair-
man, I ask unanimous consent that all
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Members who so desire may extend their
remarks on H. R. 8300 at this point in
the RECORD.

The CHATIRMAN. Is there objection
to the request of the gentleman from
New York?

There was no objection.

Mr. WOLVERTON. Mr, Chairman, it
is my desire today to add to the remarks
I made on the pending bill yesterday.
Today, it is my intention to confine my
remarks to the subject of a $100 in-
crease in the exemption now allowed in
the revenue law.

The effort that is being made by the
Democratic minority to increase the
present exemption by $100 is all out of
proportion to the actual benefit that
would come to the small taxpayer. The
extravagant language that is used to
support this effort would indicate to an
unthinking person that if adopted it

would amount to something of a great

benefit to the little taxpayer. Now, let
us examine just what it would actually
mean to such taxpayer. The following
table which shows the reduction it would
mean to taxpayers, is so surprisingly
small, that it makes the extravagant
arguments that have been made in be-
half of the small taxpayers as almost
ridiculous. For instance, those in the
$700-income class, if a single person,
would benefit only to the extent of 38
cents per week, and, if a married couple,
it would provide no additional reduction
over that such couple now has, and the
same would be true even if the married
couple had two dependents. Those in
the $1,000-income class would likewise,
if a single person, only benefit to the
extent of 38 cents per week, and if a
married couple with no dependents there
would be no additional reduction, nor
would there be even if such married
couple had two dependents. I have
mentioned these two classes to illustrate
how inconsequential would be the so-
called saving to the little taxpayer.
And, as will be seen from the following
table, the reduction continues to be small
no matter what income class you may
be in. With this thought in mind, con-
sider for yourself how small the reduc-
tion would be in your own income class.
Taz reduction per week realized from $100
increase in exemption

Tax reduction
week o Marrged
Income class 2 depend-
Single | Married ents
person couple
$0. 38 | Nothing | Nothing
.38 | Nothing | Nothing
.38 0.77 | Nothing
.38 477 | Nothing
.38 « 7 $1.54
.42 «q7 1.54
42 o7 1.5
« 50 7 1.64
« 58 .85 1.69
. 65 1.00 1.69
.90 1.15 2.31
1.02 1.31 2.62
1.13 1.46 2.92
1.38 2227 4.5
1.67 277 5 54
1.75 3.42 6. 85
1.75 3. 50 7.00
L75 3. 50 7.00

Thus, it can be seen that even though
you were in the $1 million income class,
it would only mean a reduction of $1.75
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per week if single, and, for a married
couple, $3.50, and, for a married couple
with 2 dependents, only $7 per week.
And remember the taxpayer would have
to be a millionaire to get even that reduc-
tion. It is my opinion that the table I
have given shows the utter fallacy of the
argument that something worthwhile
would be done for the little fellow if the
$100 increase in exemption was adopted.

If there is real concern for the little
fellow, it should be shown by supporting
the present administration in its effort
to cut down the expenses of Government,
balance the budget, and thereby make
substantial reductions in taxes. This
has already been done by the present ad-
ministration. It has in 1 year reduced
the expenses of Government by over $12
billion. It has reduced taxes by $7 bil-
lion. In the next year it will still fur-
ther cut Government expenses and re-
duce taxes in a way that will still fur-
ther benefit our taxpayers.

When the Republicans turned over the
control of this Government to the Dem-
ocratie Party, as a result of the 1932 elec-
tions the people of our country had a
$2,500 exemption from taxes. During
the years when the Democratic Party
was in control this $2,500 exemption was
cut down to only $500. At the time the
Democratic Party took over the income-
tax rate was only 1'% perceat in the low-
est bracket. Today it is 2C percent.

In the debate, time and again, state-
ments have been made by those who
favor $100 increase in exemptions that
would make it appear that the so-called
little taxpayers were crying out loud to
escape the payment of a part of the ex-
pense of carrying on our Government. I
do not believe that such is the case. I
believe that little taxpayers are patri-
otic. I firmly believe they are willing to
pay a part of maintaining our Army,
Navy, and Air Force to give us national
security. They are willing to assist in
the payment of benefits to our aged, our
blind, and handicapped in life. They are
anxious to assist our health program
that means the building of hospitals and
our program of providing medical and
hospital treatment, and all the other
benefits that are provided for those who
come within the scope of Federal care.
To increase the tax exemption to $700
would mean the loss of over $2%4 billion
in revenue and would cause all these
helpful programs to suffer. Even the
little taxpayers do not want such a
result.

What we need today is a continuation
of a Republican Congress under the lead-
ership of President Eisenhower that
guarantees a continued reduction in un-
wise Government spending and a reduc-
tion in Federal taxes when and as our
financial condition permits.

Mr. ASPINALL. Mr. Chairman, I wish
to speak on the bill now before us, which
has been characterized as one of the larg-
est and most comprehensive legislative
measures ever to come before this or any
other legislative body. One cannot but
agree that when we have a bill that con-
tains 820 pages of fine print, which in
turn includes and carries 8,023 different
sections of the Federal tax law, then a
most difficult task confronts each one of
us. I would hazard a guess that but
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very few of us have even had the time
to read the legislation, let alone study it.
The report itself is a document of 550
pages and this presumes that that many
pages are required for even a basic ex-
planation of the bill without all the rami-
fieations which could be, yes, and indeed
must be, added in tax consultation and
review. We have here the new tax code—
a complete résumé of our whole tax
structure.

We are advised that 2 years of staff
work went into the preparation of this
and that some 15,000 replies to ques-
tionnaires were reviewed and something

“ like 300,000 man-hours of time consumed

in such preparation and review. The re-
sults of this groundwork were packed
into a mere 6 weeks of final hearings.
Finally, this massive document and the
bulky report was ordered printed on the
9th of March of this year. Debate began
yesterday on the 17th of March and final
action is at hand today on the 18th.
This is just 9 days for the uninitiated
to become acquainted with all this mate-
rial. It is patently impossible for such
to be done. The time permitted is gross-
ly inadequate for any study of so com-
plex and comprehensive a proposition.
Most of this covers material which the
average taxpayer never even considers—
collapsible corporations, carryforwards
and carrybacks, transferred income,
trusts, estates, income from foreign cor-
porations, charity deductions, and so on,
ad infinitum.

This is not to indicate that any dis-
agreement exists on the proper place and
the need for a revision and recodifica-
tion of our tax statutes. That much is
supported by all. However, we might at
least have been offered this revision
in digestible pieces. Forward progress
should be made in terms of agreement
on changing procedures and technical
matters, deletion of obsolete language,
and so forth, and then, and only then,
should matters be taken up where sub-
stantive changes in tax philosophy are
involved or where substantive changes in
tax policies are recommended. We could
consider, and support, the technical and
administrative changes and then have
time and debate for substantive changes.
In this bill, we have not only necessary
modifications but changes in tax phi-
losophy and changes in tax revenues
which will extend in amount and rami-
fication over many years to come. It is
just too much to have all in one piece
and it cannot be digested or explained in
a few minutes—as the President made
amply clear in his nationwide address of
the 15th. Top all this off with a closed
or gag rule—where the House cannot
work its will—and it is hard to conceive
of a situation more difficult in which
the average Member must operate. We
are in the dark indeed.

The President has given his blessings
to this bill and is standing behind it.
I had hoped that in this session that I
could give support to the tax proposals
of the President and follow his wishes.
However, in spite of this firm wish and
the statement by the President on this
bill, I am still convinced that this leg-
islation as presented by the committee
on a take-it-or-leave-it basis, shines
benignly upon those best able to pay,
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while hiding its face from the average
person. Now, I have no wish to say that
those most able to pay should not have,
or do not actually need, some of the
benefits provided for them in this bill, for
I realize that taxes are always burden=-
some and hard to meet even for the
large-income earner. Still, we must here
represent the people across the board,
big and little alike. If relief is to be
given, it should be uniform in that we
should see to it that such relief extends
to all as best we are able to determine
their need.

In January of this year, under man-
date from the law itself—passed by the
now minority party—the excess-profits
tax on corporations was removed in the
sum of $2 billion, which must have given
investment and job creation a slight
push, and taxes upon individuals were
cut nearly $3 billion. Of that $3 billion,
70 percent, or $2.063 billion, was split by
the 11.3 million taxpayers earning $5,000
or more. The remaining 30 percent was
divided by the 33 million taxpayers in the
under $5,000 group. That cut, which
was proper and necessary as it had been
a special emergency levy, should also
have been some help to savings, invest-
ment, and job creation, if we use the
theory of those now supporting the legis-
lation presently before us—that is, that
savings must come first. In the face of
an impending deficit under this new bal-
anced-budget administration, this might
seem to be enough tax cutting. Just last
week the majority advised that we could
not eliminate the tax on admissions cost-
ing less than 50 cents. That sort of tax
cut we could not have. We were in-
formed that we could jiggle excise taxes
by extending emergency levels—and only
the minority kept this from being per-
manent—on some items and scale down
excises in excess of 10 percent—although
the outcome was an increase in total ex-
cises of about $165 million.

Now, this revision bill, as it has sud-
denly become popular to designate it,
still manages to include tax cuts, and
these brought about by substantive tax
changes which will increase in amount
with the passing of time. We are told,
it is true, that by extending the 52-per-
cent rate on corporations that there is
no loss by this bill since the extension
will bring in $1.2 billion for this fiscal
year. However, the sponsors do not ad-
vise us as to the impact of the cut next
year when the provisions of this bill are
more fully operative and the 52-percent
corporation rate goes back to 47 percent.
No such modesty is in evidence, however,
when the subject of the loss if the per-
sonal exemption level is presented.

Let me make clear now, that I wish
that this bill could be divided so that we
could adopt the needed technical and ad-
ministrative changes and then have a
look at the substantive changes. That
I should be happy to support. In its
present form, I find myself compelled to
vote against the passage of the bill.

This comes with great reluctance. I
am not concerned that such negative
vote will be charged off to election year
politics. What concerns me is that I
must vote “nay” even though this bill,
H. R, 8300, contains many admirable fea-
tures which I should like to support.
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These are now well known and include
such things as the exemption for those
retired and living on pension income, the
exemption provided for certain working
parents supporting children, the increase
of medical costs which may be deducted,
the allowance to deduct for a child in
school under some conditions, the pro=
visions on split family support, the de=
duction of socil-conservation costs by
farmers and so on. I support these pro=
visions even though I realize that the
actual benefit to the small payer would
be less than the same benefit to the one
with larger earnings. These benefits do
not approach the benefits flowing to cor-
porations by extending one rate to bring
in 1.2 billion and then allowing other
tax favors in the form of depreciation
allowances changes, foreign income
changes and so forth, in the amount of
619 million—and more to come later.

On the medical provisions alone, the °

total deduction must in most cases still
exceed 10 percent of the adjusted gross
income or the flat deduction of 10 per-
cent will be taken by the small taxpayer
who has no other fancy deductions.
The more solvent taxpayer will find
other fine provisions to aid in his deduc-
tion total.

I should like to close my remarks by
saying that this whole measure is far
too complex to have been digested at this
time by a noncommittee Member. Still,
even the average can quickly see the pre-
ponderance of benefits accrue this year,
and such will acerue even more later, to
those very taxpayers who have been
most benefited by other tax cuts of this
year. It can be quickly seen that there
are sound alternatives to the proposed
provision of eliminating what is called
the double taxation of dividend income.
The less than $5,000 income earner is but
lightly blessed in this document. Addi-
tionally, the very provisions of this act,
when established as law, cannot but act
to lock him in for many years as one who
must heavily share the burden of Fed-
eral taxes. If the current downturn
continues, and I hope that it does not, we
shall learn again the hard way, that you
cannot inspire the productive machine
of this Nation by pumping Federal tax
cuts in at the top. Such funds all too
often go into sterile savings and the re-
sultant curtailment of demand pulls
down, rather than building up, the great
structure of our marvelous economy. I
insist that if the bill had been divided, it
could have been supported. As it is, it
is unfair and not worthy of support.

Mr. O'HARA of Illinois. Mr. Chair-
man, it is so simple that I am sure no
one is being fooled, certainly not the
American people,

Everyone knows that the election of
1952 broke all records in the amount of
money spent by the Republicans. The
supporters of the late Senator Taft
charged after the primaries and the
convention that it was big money and
its use to an extent never before ap-
proached that defeated Mr. Republican.
It was the same story in the election
campaign.

Everyone knows that is the reason for
the present give-away policy. The ad-
ministration unfortunately must keep
faith with the $13 billion corporations
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that put up most of the purchase price
of the 1952 election.

I think the President would sooner
have it the other way. But fhere is
nothing he can do about it. The com-
mitments were made by the practical
politicians who managed the campaigns,
primary and general election. The com-
mitments they made in order to get the
cash for the campaign cannot be ig-
nored.

There is nothing in what I am saying
that is not a matter of common knowl-
edge.

COMING FROM THE WOODSHED

No one is being fooled as to the reason
for some eleventh hour changes of heart
in the other side of the aisle. I know
that many of my dear colleagues on that
side would prefer to follow their hearts
and their minds. Certainly it is not a
joy for them to eat their own words,
as little boys coming out from the wood-
shed after a painful session with old
man authority.

Everyone knows what is in the wind.
Most everyone has an idea of the nature
of the conversations in the woodshed.
Do not come around later when the cam-
paign needs fuel unless prepared to co-
operate now,

Of course, the bill is loaded against the
little fellow. I do not think the propo-
nents make much of an effort to hide the
fact. The trouble is that the arithmetic
of this tax bill is as simple as 2 times 2,
and it all adds up to the man or woman
who works for a living with hands or with
brain paying a higher tax than a man or
woman who lives from clipped coupons.
That just does not make sense, and words
of denial cannot keep 2 times 2 from
coming out 4.

There is some good in this bill. It was
put there by way of sugar coating. Some
of these provisions I have supported. I
have supported them because they are
just and equitable and they will help
mothers and teachers and folks grounded
down with medical bills. I shall con-
tinue to support such measures. It is too
bad the good features are so few.

DOUBLE TAXATION TOMMYROT

Mr. Chairman, we have heard more
than enough of talk about double taxa-
tion. Most of this is pure tommyrot. In
a recent letter, a copy of which was sent
me, the eminent Chicago attorney,
Joseph F. Grossman, shows up the hol-
lowness of this argument with coneclusive
finality. I might say that Mr. Grossman
is esteemed one of the outstanding au-
thorities of the Nation on municipal law.
He is the special assistant corporation
counsel of Chicago in charge of all liti-
gation and rate negotiations with gas,
electricity, telephone, and other public
utilities companies. He knows the sub-
ject and he knows the laws.

I am sure my colleagues will find Mr,
Grossman’s letter most illuminating, I
am quoting it in its entirety:

MR. GROSSMAN'S LETTER

Dear Sm: I am burned up by the agitation
in the press and in Congress concerning the
injustice of double taxation of corporate in-
come allegedly imposed by the United States
internal revenue law. So-called economists,
investors, and dealers in securities clalm the
Federal income tax unjustly discriminates
against stockholders by taxing the earnings
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of the corporation and again taxing the
pame earnings when paid as dividends.

How long can the public be fooled by its
princes of industry and their Representatives
in Congress? When has a stockholder of a
corporation whose securities are widely held
paid any part of the tax on the income of
a public utility, industrial or other business?
When has such corporation failed to include
its income taxes in the cost of its services
and products and to charge such taxes to
its customers?

For example, in recent cases before the
Illinois Commerce Commission and the
courts, public utilities have applied for and
have received increases in telephone, gas, and
electric rates to provide a reasonable return
to the investors in their equity securities,
after taxes, payable by the corporation, as
follows:

Gross
annual Taxes Return
inerease
Illinois Bell Tele-
phone Co_ooaeeaae £16, 518, 000 $9, 046,000 $7, 472,000
Peoples CD"'"_I_{E‘ 4,657,000 2,488,701 2,108,200
Commonwea
Edison Co.ecaenne- 20, 480, 000| 11,130, 000| 8, 350, 000

In the case of utilities the charges to con=-
sumers for corporate taxes, including Federal
income tax, is made public. In unregulated
business the public is not let in on the secret
that all taxes, whether on real or personal
property, income, or privilege to engage in
business, on sales or on use of commodities,
are in essence, excise taxes which are pald
by the occupants of housing and the ulti-
mate purchaser of things to eat, wear or
enjoy.

Family or closely held corporations argue
that the tax on dividends penalizes their
form of business because if they were not
incorporated they would be required to pay
only one tax on net earnings. The answers
to this argument are: (1) that these are the
small businesses which do not affect the
economy of the Nation; (2) that the cor-
porate form of business is of their own
choice for ultimate capital gain or to avoid
personal lability in case of loss; and (3) the
salaries of those in control of small corpora-
tions as well as widely held corporations are
deductible expenses in computing the cor-
porate income tax, and if dividends are taxed
less than other income there may be a shift
in the small corporations from taking earn-
ings in the form of salaries to the form of
dividends.

There was a time not so long ago when
the United States internal revenue law pro-
vided a favored rate of tax on a limited
amount of earned income. Now it is pro-
posed to reverse the weights in favor of
dividends over income from labor and per=-
sonal services.

Would it not be preferable to hold to the
reduction in the tax rate on corporate in-
come effective April 1, 1854, without repeal,
and relieve the masses who use water, gas,
electricity, telephone, transportation, ete.,
as well as food, clothing and shelter, of a
part of the burden of the cost of such serv=-
ices and commodities?

Very truly yours, ®
JosePH F, GROSSMAN,

Mr. DAVIS of Georgia. Mr. Chair-
man, I realize, as all of us do, that Fed-
eral taxation is approaching the con-
fiscatory stage. Because of this, I have
joined with other Members in organized
efforts to cut down Federal spending
and to reduce budget requests.

Last year those of us who worked for
economy succeeded in cutting appropri-
ations approximately $13 billion and in
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the year before approximately $8%
billion.

I felt that even greater reductions
could have been made, and tried to make
them. However, we did not have enough
votes to make deeper cuts.

In my opinion we cannot have real
tax relief until deeper cuts are made in
Federal spending. I believe that at least
$3 billion could be cut from President
Eisenhower’'s requested appropriations
this year. I hope that such reductions
will be made, and I intend to vote for
them as the various appropriation bills
come up for action.

I have been disappointed that the pres-
ent administration has not exerted
stronger efforts to reduce unnecessary
spending. I believe that our foreign-
spending program could be reduced
much more than the President has rec-
ommended. I hope that it will be so
reduced. The last 6 months’ report of
the Mutual Security Administration re-
cites such things as the spending of
American tax money to rehabilitate In-
dia’s railroad system. Twenty-five mil-
lion dollars of a special fund of fifty=
seven and a half million dollars was al=
located for purchase of steel for India;
another twenty million dollars to help
finance the purchase of 100 new loco-
motives and 5,000 new freight cars in
India.

Other millions were spent to buy fer-
tilizer for India and to expand India’s
Sindri fertilizer plant, which is said to
be the largest fertilizer plant in Asia.

Other millions have been spent for
farming implements and agricultural
machinery, and for drilling irrigation
wells in India's farming areas.

India is only one of many countries
where this kind of boondoggling is being
carried on with American taxpayers’
money, while Germany, our late enemy,
has given tax relief to individuals up to
25 percent; Holland has given tax relief
to her citizens; so has Canada, Great
Britain, France, Israel, and Australia.

For my part, I have for some years
been trying to get the rest of the world
off the backs of American taxpayers, and
I am ready to begin to try to give some
relief to American taxpayers.

Sometimes the best way to stop ex-
travagance is to cut off the money for
the spenders. If they cannot get it, they
will have to stop spending.

In my opinion, the disease calls for a
drastic remedy, and since it is evident
that the spenders in the Government are
not going to voluntarily reduce their
spending, let us cut off some of the
money and apply some pressure in that
way to cut spending.

I can see no good reason why our
Government should continue to scatter
American taxpayers’ money all over the
face of the earth in amounts up to
six and a half billion dollars per annum,
which was the figure for last year, and
continue to tell the people at home they
can have no relief.

All these countries which I have
named as giving tax relief to their citi-
zens are getting money from the United
States, taken from the pockets of these
American taxpayers to whom tax relief
continues to be denied.
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While the tax relief provided in this
bill is small, it is a step in the right
direction. I urge that this relief be
granted, that substantial cuts be made
this year in foreign spending and that
waste and extravagance at home be
stopped, so that real tax relief can be
granted to our overburdened taxpayers.

Mr. MADDEN. Mr. Chairman, the
so-called tax revision bill now under
consideration, consists of 873 typewrit=-
ten pages. The Ways and Means Com-
mittee has devoted months in holding
hearings and deliberating with experts
from the Treasury Department on writ-
ing this legislation. This legislation is
being debated under a closed rule. The
average Congressman who is not a mem-
ber of the Ways and Means Committee,
has not had an opportunity to properly
legislate or offer amendments to this
important bill dealing with the taxes
of the American people. I have learned
from testimony given by the members of
the Ways and Means Committee when
they appeared before the Rules Commit-
tee on this bill that most of the important
provisions concerning tax reductions and
concessions was voted upon in the Ways
and Means Committee by a strict
party vote.

Two weeks ago when the excise-tax
legislation was on the floor of the House
we learned that it was only by reason of
the united opposition of the Democratic
members of the Ways and Means Com-
mittee that the Republicans retreated
from their position to make special war-
time excise taxes permanent. The Dem-
crats on the Ways and Means Committee
are to be commended in securing this
concession on the excise-tax bill which
merely extended these wartime taxes for
1 year.

‘We have been listening to the debates
conducted by the members of the Ways
and Means Committee on this complex
tax legislation for 2 days. There is no
question in my mind that this bill is a
typical piece of Republican tax legisla-
tion that grants numerous concessions
and windfalls to the corporations and
other large-bracket taxpayers.

Everybody concedes today that we are
in a critical recession and unemployment
is rampant throughout the country.
Twenty-five years ago we learned that
when purchasing power is at a low ebb,
unemployment grows. If the Republican
members of the Ways and Means Com-
mittee cooperated with the Democratic
members on reducing the unreasonable
tax concessions made to dividend recipi-
ents and other large-bracket taxpayers
and increased the exemptions to millions
of small-bracket taxpayers throughout
the country, I could support this legis-
lation. I intend to vote for the motion
to recommit this bill which motion will
ask for an increased exemption to every
taxpayer on earned income from six to
seven hundred dollars. The present tax
exemptions are wholly unrealistic. The
exemptions to the average taxpayer were
lower during the war crisis because our
economy needed to control inflation and
absorb the abnormal purchasing power.
Today the economic situation has swung
in the other direction, and the only way
to increase purchasing power is to place
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more spending money in the pockets of
millions throughout the country.

On Tuesday of this week, Senator
WALTER GEORGE Who, to my mind is the
greatest expert on our financial economy
in either House of Congress, spoke on the
floor of the other body, advocating to
increase the exemption from six to eight
hundred dollars. He is 100 percent cor-
rect in his insistence that prosperity will
be aided by increasing the exemption of
millions rather than giving the tax bene-
fits to a small percentage in the high
brackets. The trickle-down policy of the
Republican Party proved a failure in the
1920’s and brought on the depression. It
is again demonstrated that prosperity
cannot continue under this economic
theory. Our Republican friends say that
large tax concessions at the top will allow
industry to expand. I ask what value
is that procedure when the people can-
not buy what industry makes. As proof
of that statement, let us examine the
condition of the basic industry like steel.
Steel is operating at some 65 to perhaps
70 percent of capacity. There is no lack
of capacity for the steel mills to produce
steel. The same is true almost in every
other type industry. This condition is
due to the lack of buying power or to the
natural human reaction to a declining
income which leads us on to save and to
keep what we earn in such a period. In
other words, if the daily income of a
worker is going down, he ceases to pur-
chase actively in the market. One
important step toward relieving this con-
dition is to increase the average tax-
payer's exemption which will give him
more buying power.

President Eisenhower, in a public
statement over a month ago, said that
the Government would take steps to re-
lieve unemployment if it continued to
sag. By raising the tax exemption from
six to seven hundred dollars is a step in
the right direction. Senator Georce's
suggestion that it be raised to $800 is
more realistic under our present eco-
nomic condition than the $100 raise
which will be offered in the recommital
motion. There is no doubt in my mind
that if this tax bill passes the House, it
will be thoroughly debated and amended
over a period of weeks in the other body
and it is my hope and conviction that a
great number of practical and necessary
changes will be made in it before it be-
comes a law.

Mr. PHILBIN. Mr. Chairman, so far
as I am concerned I will approach a
decision on this bill just as I have always
approached the consideration and deter-
mination of every tax bill, that is, on the
basis of what is fair, equitable, and just
for the great rank and file of the Amer-
ican people, and what is best, all cir-
cumstances and needs considered, in or-
der to preserve and support the great
free-enterprise system predicated on the
industry, initiative, and abilities of our
individual eitizens.

Regardless of what may be said here
about politics and partisanism, I would
never permit political factors to govern
my position on this bill. Since I have
been privileged to be in this great, distin=-
guished deliberative body, I have voted
on many tax and revenue measures.
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During the war and since, I have been
called upon to vote upon several bills
which by their provisions exacted huge
sums of money—billions and billions
of dollars—from the pocketbooks and
earnings of the American people. Ihave
voted against many of these measures,
not because of political and partisan con-
siderations but because I honestly con=-
cluded that they were excessive, con-
fiscatory, extortionate, or unconscionable
demands and burdens upon the largest
number of our citizens, and tended to
impair or stifle the spark of incentive
so vital to the efficient and profitable
functioning of our business system and
the promotion of the most desirable, yes
imperative, aim of full-time employ-
ment and general prosperity for all.

This bill is in truth a monumental and
astounding document, It seeks to re-
vise the internal revenue laws of the
United States. It covers about every
conceivable tax problem. It embraces
a voluminous detailed enumeration of
statutory rules that is fairly staggering.
If it omits any single subject pertinent
to tax laws and procedures, it is not be-
cause of lack of subjects or treatment
and it certainly is not readily apparent,
although as in the case with all legisla-
tion doubtless time and study will dis-
close some matters that might have been
included, as well as some things that
should not be included.

It is not my purpose to expound upon
the multifold provisions of the bill or
discuss it at length. The bill is so long
and complex that it defies cursory analy-
sis in the same way that it enjoins de-
tailed explanation.

Tax bills like other bills should be de-
termined on principles, not upon sheer
expediency. Call it the trickle-down
theory, or whatever you will, any meas-
ure based on promoting the prosperity
of the privileged group and the vested
classes in order thus to permit better
conditions and standards for wage earn-
ers, small businessmen, farmers, and
workers, and the rank and file must be
considered, I think, basically unsound,
not only as it relates to the principles of
social justice, but also as an effective
revenue-producing mechanism. I must
reject such a short-sighted, out-dated
policy as well as its underlying philos-
ophy.

To balance the budget is a most desir-
able aim which probably cannot be
realized this year, if indeed it can be
realized in the next fiscal year. I hope
we can have a balanced budget at an
early date and I am willing to work for
it. But of course, I cannot support any
tax program or budget-balancing pro-
gram which is not based on fair, just,
efficient, and equitable principles.

The American people have long stag-
gered under oppressive burdens of tax-
ation. First depression, then war, then
cold war with its huge cost have exacted
astronomic sums from all our people.
The well-to-do classes were taxed al-
most to the point of confiseation. The
small business groups were mulcted and
sacked. And the ordinary men and
women, the workers, farmers, people of
ordinary means, yes even the poor, were
reduced in their frugal standards of liv-
ing by gigantic tax levies.
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I think these people are entitled to re-
lief. I regret that conditions in the
world do not reasonably permit real sub-
stantial tax relief. But I think that we
can in a sound way, in a way thoroughly
consistent with fiscal soundness, if the
budget is managed wisely, extend at
least some little relief. Such relief will
have solid, though not really substantial,
benefits. It will, to a degree, restore
waning purchasing power. It will raise
standards of the lower-income groups to
some extent. It will assure the people
that the Congress is trying to relieve
their burdens. And surely that is what
every Member of the House wants to do.

Let us give the common people some
consideration. They richly deserve some
reduction of their onerous tax burdens.
I appreciate that under the particular
situation that obtains in the House to-
day, this reduction can not be truly
weighty. But at least let us do what we
are able to do under the rules here today
to lighten current tax burdens. This
Nation must not spent itself into bank-
ruptey and weakness at a time when we
need solvency and strength for all our
Ppeople.

Mr. HIESTAND. Mr. Chairman, sev-
eral of my colleagues from both sides of
the aisle have asked that I explain just
how it happens that a serious inflation
can and probably would result if we
amended this bill to raise the exemption
for dependents.

First, let us agree, and I believe every-
one in this House does agree, that infla-
tion is permanent. Much as we might
like to, we cannot turn the clock back.
Once inflation is inflicted upon us, we are
stuck with it, probably for the rest of our
lives. It is unnecessary to cite to this
group the disastrous, even tragic, effect
of the inflations of the past and ghastly
effect on those of fixed incomes, pen-
sions, and so forth, especially, of course,
those in the lower income brackets. The
whittling away of 50 percent of the value
of savings, whether it be in life-insur-
ance policies or bonds, and all of the in-
sidious but tragic effects of inflation,
affecting 160 million men, women, and
children. Inflation when once we have
it is permanent.

One hundred dollars increased exemp-
tion for each dependent would relieve a
taxpayer of $20, $40, $60, or more in taxes
this year, I repeat this year and this
year only. We can change the law an-
other year.

For each $100 increased exemption,
our country loses $2,400,000,000 revenue.

Since the budget is not in balance and
probably cannot be this year, this loss
of revenue must be financed by bank bor-
rowings. When as a government we fi-
nance our deficits directly from the
banks, we in effect create $2,400,000,000
of new money for every $100 of increased
exemption.

This $2,400,000,000 of new money
added to our present $125 billion of
money in circulation—currency plus
demand deposits—is an increase of ap-
proximately 2 percent in the money
supply.

‘This $2,400,000,000 added money sup-
ply immediately starts chasing the sup-
ply of goods with the result, as most
everyone here agrees. of perhaps gradu-
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ally but certainly inevitably, other things
being equal raising prices by 2 percent.

Well that does not sound like much,
but assuming that the taxpayer, whose
income is $5,000 per year or less, spends
it all in living—and we agree that prac-
tically all such taxpayers do spend it
all—that increases his cost of living by
2 percent or $100 per year. Bear in mind
that that is $100 per year for the rest of
his natural life, in all probability.

In other words, you have got to ex-
plain to your constituency why you gave
this taxpayer a credit of $20 to $60 this
year and insidiously penalized him $100
per year for the rest of his life to do so.

But that is not all. $2,400,000,000 new
money deposited in the banks of this
country increases our lending power
from $10 billion to more than $12 billion.
If the people of this country encouraged
by the example of their Government in
further deficit spending and inflation,
decided to use this credit, the inflation
can spiral upward as high as an added
$12 billion on top of the $2 billion new
money, namely, somewhere between $14
and $15 billion. Now that percentage-
wise is terrific and, ladies and gentlemen,
these are cold hard facts. It all could
happen if you increase this exemption by
just $100.

The voters of this country are much
better informed than they used to be.
They aren’t easily fooled. They may be
temporarily mislead by slogans of “rich
man’s bill” or “increase the spending
power of the lower income brackets,”
but when they find that for a mere $20,
$40, $60 tax relief for this year and this
year only, you have foisted upon them
and their children a possible increased
cost of living from 2 percent to 10 per-
cent for the rest of their lives, they may
demand an accounting and those of you
who believe you can explain to them,
that their vote in reward for this $20
to $60 tax relief really costs them, thous-
ands of dollars in the long run, may find
you have a great deal of explaining to
do.

My friends from both sides of the
aisle, please do not sell our country down
the river to another inflation like the
tragedy of the past. When $100 in-
creased exemption can cause this vast
tragedy is it worth it? Is it worth it for
temporary glory from some who are
presently uninformed on this matter of
inflation?

Mr., BARRETT. Mr. Chairman,
throughout the past year the public,
the Members of Congress alike, have been
led to believe that the House Ways and
Means Committee has been deliberating
on a tax reduction bill. Now we are in-
formed by Republican leaders in Con=-
gress, including “Uncle” DaNn REEp, that
the product of the many months of hear-
ings by his committee is merely a tax
revision bill, or a recodification of tax
laws. We are told that the bill being
considered today, H. R. 8300, is no place
for tax reductions.

I am sure that many of our colleagues
here today are equally alarmed and dis-
appointed that the long wait for the op-
portunity to reduce taxes for the work-
ing man has turned into a choice be-
tween killing a measure that will be ad-
ministratively helpful and provides a few
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minor benefits for low-income people, or
voting for a measure that provides fur-
ther tax loopholes for corporations and
wealthy stockholders. It is not an easy
choice to make,

I have decided to vote for H. R. 8300
because of the risk that no better sub-
stitute bill would be presented to the
83d Congress and this would mean de-
priving the working man of some of the
minor advantages he would derive from
it, such as increased deductions for medi-
cal expenses, certain types of depend-
ents, carrying charges on installment
purchases, child-care expenses, and so
forth. However, I am strenuously op-
posed to the sharp reduction provided
by H. R. 8300 on taxes levied against
income from dividends on securities.
There can be no justification for this un-
earned bonanza for the wealthy stock-
holders at a time when individual in-
come-tax exemptions remain at the low-
est ebb in history. Since we are now
on a so-called peace-time economy, indi-
vidual income-tax exemptions should be
gradually raised to where they were in
pre-World War II years, which was
$2,000 per person.

It is fallacious to argue that produc-
tion will be stimulated if big-business
men make greater profits and wealthy
stockholders have higher personal in-
comes, I believe that a more important
factor is stimulating the purchasing
power of American families in the low-
and middle-income groups.

Therefore, I have today introduced a
companion bill to S. 2983 introduced by
Senator GEORGE, a recognized expert on
finance and taxation. This bill provides
for raising personal exemptions for each
taxpayer and each dependent from the
present $600 level to $800 this year and
$1,000 next year. If the administra-
tion is so gravely concerned about the
losses in revenue which might result from
the enactment of this measure, and is
sincere in its promise of sponsoring just
tax laws, it will follow through by pass-
ing legislation to plug the loopholes in
H. R. 8300 through which it will con-
tinue to lose billions of dollars.

Mr. KELLEY of Pennsylvania. Mr,
Chairman, the House of Representatives
this week took up one of the most far-
reaching pieces of legislation to come
before Congress in a long time. It is a
bill which completely rewrites the tax
code of the United States—redrafting
and codifying a jumble of laws, amend-
ments, and amendments to amendments
which over a period of 70 years or so has
made our Federal tax statutes more and
more confusing.

As the first real face-lifting job on our
tax laws as a whole in those many years,
this bill, of course, has much to recom-
mend it. But in the process of rewriting
the tax code the Republican majority on
the House Ways and Means Committee
has attempted to change the historie
direction of our principles of Federal
taxation in order to ease the tax burdens
for Big Business and the very wealthy
at the expense of the wage earner, the
small-business man, and other average
taxpayers. That is where the big fight
arises in connection with this bill—a
fight which will rage not only in the
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House but in the Senate for many of the
forthcoming weeks of this session of
Congress.

For here is what the committee has
recommended :

First. Corporations are to be given
entirely new and very generous treat-
ment on depreciation of new plants and
equipment; that is, instead of taking a
deduction on taxes each year equal to
the pro rated cost of the new facili-
ties, they could depreciate—or write off
through tax deductions—at twice the
present rate. This is a bonanza to many
corporations.

Second. Owners of common stocks are
to get a special tax credit—a reduction,
not from income but from taxes—for a
percentage of the dividends they receive
each year. In other words, a man whose
income is derived largely or entirely
through dividends on common stocks
would pay a much smaller income tax
than the wage earner, businessman,
doctor, lawyer, engineer, or anyone else
making exactly the same income.

What kind of fairness is that?

Third. Wealthy individuals under this
bill could actually increase their take-
home pay—their income after taxes—by
making charitable gifts of certain types.
In other words, under the loophole pro-
vided in this bill, a man who presumably
was making a 2-year gift to charity of
certain income could actually reduce his
total tax bill and thus have more money
to spend or save than he would have had
if he had not made the charitable
contribution.

There are many other features written
into this bill to benefit the wealthy, while
little or nothing in the way of tax relief
is accorded to the average taxpayer in
this measure. About the only way the
average taxpayer would benefit at all in
this bill would be through some very
modest deductions written in to apply
only in case of a family catastrophe of
one sort or another, such as big medical
expenses, or the necessity of a widow or
widower to hire someone to care for small
children while the head of the family is
working. And that is only a pittance.

The Democrats in the House are united
in a fight to send the bill back to com-
mittee to increase individual exemptions
under the Federal income tax law from
$600 to $700 each. This would provide
some tax relief for every taxpayer, not
just for the few.

Under the rules of the House applying
to tax bills, we cannot amend the bill on
the House floor. We must either vote it
up or down, or send it back to committee
with definite but limited instructions for
a few specific changes, That is all we
can do once it comes out on the floor.
The Democrats on the Ways and Means
Committee fought valiantly to amend
the bill in committee to eliminate these
special interest provisions for the
wealthy, but were outvoted on strict
party lines in every attempt they made.
Now we will see how many Republicans
will join us on the House floor to recom-
mit the bill to grant higher exemptions
to everyone.

Mr. RHODES of Pennsylvania. Mr.
Chairman, as I listened to our Republi-
can friends discussing the tax bill, I came
to the conclusion that they consider an
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increase in tax exemptions for individ-
ual taxpayers a tax cut, while a reduc-
tion in taxes on stock dividends is tax
revision. According to their philosophy
it is demagogery to advocate and vote
for increased tax exemptions but it is
good statesmanship and good American-
ism to vote for tax relief for those whose
income is derived from investments in
corporation stock. The so-called tax-
revision bill proposed by the administra-
tion reflects the philosophy of the ma-
jority party which has always reflected
the views of big business which, not
only on taxes, but on every other ques-
tion, considers it unsound to give any
consideration to the wage earner and the
average citizen.

Behind the present bill now before us,
are the same people who over the past
20 years have opposed every social re-
form that would lift the level of living
for the average American citizen. Yet
it has been these great social-reform
programs which have helped not only the
wage earners, the farmers, and the
small-business men but big business it-
self, as the record of the past genera-
tion will show.

It is difficult to understand their kind
of thinking. It makes one wonder what
happens to men who accumulate great
wealth and power and then oppose all
legislation which gives a measure of re-
lief and justice to the most needy among
us.
We see today on the question of taxes
the same thinking and the same phi-
losophy which is largely responsible for
the hard-money policy and the increase
in interest rates, growing unemployment,
and business decline. It is the kind of
thinking that is responsible for the in-
creased need among our people while
surpluses of food and other essentials
pile mountain high.

This bill, regardless of what admin-
istration spokesmen say, is a tax cut bill
which will give special consideration to
a few. I know that many supporters
of the bill sincerely believe it is best for
the Nation. Yet I cannot help but feel
that they are entirely wrong. Even the
big financial interests which support
this pholosophy do not show intelligent
self-interest. They do not seem to
realize that the course they are now
advocating on this and other legisla-
tion is similar to the one which brought
the Nation to the depths of depres-
sion more than 20 years ago. They
don't seem to realize that it was the
liberal legislative program which made
possible not only job opportunities for
the people but prosperity for the farmer,
the small-business man, and even for big
business. They don’t seem to realize
that now, as the Nation’s economy is
declining rapidly, the proper solution is
to create the purchasing power neces-
sary so that the unemployed can find
jobs and the needy consume the growing
surpluses. Those of us who will sup-
port the exemption increase will do so
because we believe, as the record shows,
that the way to keep the Nation moving
forward and to keep the country pros-
perous is to give opportunity and pur-
chasing power to the wage earners,
farmers, and the average citizens of our
counma
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T would like to quote from one of the
leading experts on tax matters. He is
Mr. Beardsley Ruml, who said:

With individual income taxes on a cur-
rent basis, raising the exemptions is by far
the most powerful single antidepression in-
strument in the Government’s hand. Not
only is this a strong economic measure;
ralsing exemptions would provide a certain
element of justice as well, since the exemp-
tions have not been raised in recent years
to correspond to price level increases.

I realize the heavy pressure behind
this bill. I am not impressed, therefore,
by the last minute change of heart ex-
pressed by some Members. Either we
are for a tax proposal that is fair and
just to the average citizen or we are not.
For that reason I hope the proposal for
the tax exemption increase will be ap-
proved by a favorable vote to recommit
this bill.

Mr. JONES of Missouri. Mr. Chair-
man, having been one of that small
minority of three Members who voted
against H. R. 8224, to reduce excise taxes,
after having voted with the minority on
the motion to recommit that bill, I find
myself in perhaps a different position
than most of the Members, and my deci-
sion to vote to recommit this bill today
is probably based on a different set of
reasons than many other Members.

Basically, I have been opposed to any
tax reduction until we begin to approach,
at least, a balanced budget. But that
was only one, and not the most compel-
ling reason which caused me to vote
against the bill to reduce excise taxes.
That decision was reached because in my
opinion the proposal was grossly unfair
and most inequitable, in that if that bill
iz approved in the other body and signed
by the President, relief will be given to
many categories of luxuries and un-
essentials, while at the same time taking
no cognizance of relief for many necessi-
ties, the tax on which will.remain un-
affected by this bill.

It is inconceivable to me how any ad-
ministration can lend its endorsement to
the passage of a bill so basically unfair
as in my opinion the excise tax bill is, and
at the same time refuse to lend its sup-
port to giving tax relief to the lowest
bracket of income-tax payers, and re-
fuse to increase the unrealistic figure of
$600 for individual exemption purposes.

Because this administration and this
Congress apparently are determined to
reduce taxes now, even though the re-
ductions recommended by this adminis-
tration do not go to those who are in
greatest need of relief, and are appar-
ently choosing to grant relief on a
trickle-down basis, without giving that
relief which will contribute to the gen-
eral purchasing power, I find myself in
the position of voting to recommit this
bill in order to express a preference of
wbl;itm 1 think the tax cutting should
s i

Mr. DAVIS of Tennessee. Mr. Chair-
man, on June 2 of last year at the request
of one of my constituents, I introduced
H. R. 5502 which provides in effect that
expenditures made for an antiseptic
diaper service shall be considered a med-
ical expense under the internal-revenue
law. This bill is intended to give some
modest assistance to parents of newborn
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infants during the year when they face
their highest expenditures for the child,
his hospital bills and fees to the doctors,
as well as all of the other expenses which
a new child brings to an American fam-

Here in this country we give no bo-
nuses or subsidies to the Americans who
have sufficient faith in the future to
bring new Americans into the world.
Other countries, whose philosophies and
ambitions require manpower for the
battlefield, frequently give cash prizes to
encourage large families.

Although we do not encourage popu-
lation increase for the battlefield, the
annual addition to our population is one
of the greatest stimulating factors which
exist for the American economic prog-
ress and we should not overlook the
stimulus which these new children bring
to our economy.

American babies are among the
healthiest in the world. Nevertheless,
each year more than 25 of each 1,000
livebirths die within the first year. Re-
cent medical investigation discloses that
a significant number of these deaths
have their origin in the common skin
irritation known generally as “diaper
rash.” It has been medically demon-
strated that the use of antiseptic diaper
service will prevent this common dis-
ease and thereby avoid the necessity for
the suffering and medical expense and
even deaths which may otherwise oceur.
In my opinion, and I am joined by many
others in that opinion, payments for
this preventive measure are entirely
justified expenses to prevent or cure
disease. However, under the existing
regulations there may be some doubt
as to the availability of the deduction
in some cases or others. My bill is
intended to clarify the situation and I
earnestly urge the Ways and Means
Committee to accept an amendment to
this effect.

Mr. DOLLINGER. Mr, Chairman, the
administration’s tax-revision bill, now
before us, comes as a grave disappoint-
ment to low-wage earners, the great ma-
jority of taxpayers. It is basely unfair:
it diseriminates against the hard-work-
ing people of our country; it aims to help
a few who have and completely ignores
the larger percentage of our population
who have not. It is another example
of giveaway legislation, of which we have
had far too much during this adminis-
tration.

It must be apparent to all that the
philosophy of Alexander Hamilton gov-
erns Republican thinking today, that if
relief is given those at the top, it will
trickle down to those at the bottom of
the economic ladder. The Democrats
have always advocated help for those at
the bottom, knowing that benefits would
accrue to those at the top.

The major Republican giveaway pro-
posal prefers the individual who invests
and receives dividends as against the
one who receives his income as a wage
earner. This provision would benefit 8
percent of the population to the tune
of over $800 million.

In spite of the fact that the Commit-
tee on Ways and Means voted the bo-
nanza for the privilezed 8 percent of
our population, yet they refused—the
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Republican Members—to assist the wage
earner by increasing his exemption from
$600 to $700 per year.

It is admitted that this tax bill would
reduce tax income at a time when much
money is needed to balance the budget,
and so the purpose of reducing taxes is
{o create more buying power, thereby
creating a greater demand for consumer
goods, which, in turn, would reduce un-
employment and in the long run increase
tax collections—even though the tax rate
is lower—because more people would be
employed and there would be more
profits for business. However, this bill
does just the opposite. It does not give
the wage earner the additional spending
money that he would definitely use, but
instead, gives the money to those whose
earnings come from investments, who
would pay lower taxes but who would not
utilize the money for greater buying
power as would the wage earner.

To summarize what I have said, this
tax bill would give no relief to 80 per-
cent of American taxpayers who are in
the bracket earning less than $5,000 per
year. As a matter of fact, even though
income taxes were reduced on January 1
by act of the previous Congress, yet so-
cial-security taxes were increased, so
that a family earning less than $3,500
actually suffered a tax increase on
January 1.

When analyzed, the provisions pro-
viding deduction for child-care expenses,
the medical-expenses provision, and the
split-income benefits to heads of house-
holds mainly help those in the upper-
income brackets. The head of a house-
hold with 1 dependent who earns less
than $3,555 gets no help at all under this
bill.

We have all seen innumerable scales
of figures in various analyses of the tax
bill provisions; under the Republican
plan the savings are overwhelmingly in
favor of high-income earners.

It is stated that the Republicans wish
to reduce by a moderate amount or per-
centage the existing double taxation on
dividend incomes. Their concern is only
for 8 percent of the American popula-
tion; they completely lose sight of the
fact that 92 percent of our population
are likewise doubly taxed. The wage
earner is subjected to the payment of
hidden taxes when he buys shoes for his
children, necessities for his home, and
not even when he purchases a loaf of
bread can he avoid the payment of
hidden taxes.

The President has said that to excuse
1 taxpayer in every 3 from all income
taxes would be unfair. Those in the
very low income brackets who would be
exempt from income taxes, if personal
exemptions were increased, can barely
exist now, and they contribute their
share, and would continue to pay their
share in the hidden taxes they pay,
even though they were not required to
pay direct income taxes. We would, in
assisting those in the low-income cate-
gory, by giving them an increase in per-
sonal exemptions, help them to main-
tain their present low standard of living,
and not make it sink lower.

Upon taking a clear, unbiased view of
the tax picture, we must conclude that
not only does the small wage earner
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deserve help, but we will help our coun-
try on the road to economic recovery
and security if we give him real tax re-
lief at this time. The argument to in-
crease the personal income-tax exemp-
tion is not based upon sympathy, but
upon sound principle—one which will
help all the people of the Nation, not a
favored few.

I will, therefore, vote at the proper
time to recommit this bill to the com-
mittee, with instructions to repor! forth-
with an amendment to be offered that
will increase personal exemptions by at
least $100, and to eliminate completely
the tax credit on dividend income,

Mr. JENKINS. Mr. Chairman, under
general leave given for all Members to
extend their remarks in the REcorp at
that point, I wish to read into the REcorp
an article written by one of America’s
greatest writers. I refer to David Law-
rence. The article which I read is as
follows:

Income Tax REFORMS
(By David Lawrence)

Fair play for the American taxpayer is in
sight. For more than 40 years, since the
Federal income-tax law was passed, the
courts have at times narrowly construed the
words of the tax statutes contrary to the
intent of Congress. But never until this
week has a bill finally been presented to
Congress to correct these inequities and
injustices.

The average citizen isn't familiar with the
many benefits that are to come to him when
the bill is passed and probably never will be
till he comes squarely up against the contin-
gencies that it is designed to meet.

The provisions of the general revision of
the Internal Revenue Code cover %00 printed
pages and comprise a multitude of points—
everything from partnerships to estates and
trusts, as well as the deductions or tax al-
lowances permitted to corporations and indi-
viduals on a wide variety of subjects.

The Eisenhower administration and the
Republican Party will deserve great credit if
the measure goes through both Houses be-
cause, while Democratic administrations in
the past have recognized the need for the
revision, they have always allowed it to be
dropped at the last moment in favor of leg-
islation centering on tax rates.

None of this would probably be necessary
if Congress could write clearly into law
phrases that cover every possible contin-
gency. Too often the Bureau of Internal
Revenue, in writing “regulations” designed
to carry out the meaning of the law, has
made some farfetched interpretations which
have been unfavorable to the taxpayer. The
philosophy that the Government is always
right and the taxpayer Is always wrong has
governed too much of the Bureau's thinking
in the past.

Not many of the disputed points, relatively
speaking, have been carried to the courts
on appeal, but many that have been over-
ruled have never been clarified so that a
regulation would in itself be overturned.
What the proposed law does is to take into
account the court decisions and the existing
code. By a set of new interpretations, the
true meaning of the law now is stated.

There is included in the same general tax
bill a number of new provisions, such as
correction of the inequity in double taxation
of dividends, and there are also some new
rules on depreciation allowances on machin-
ery and plants.

Some of these will face a legislative fight,
and there is certain to be an effort by the
Democrats to tack on an increase in per-
sonal exemptions from $600 to §700. This
is opposed by the administration, because it
is a phony move.
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It can hardly produce any substantial
benefit to the economy and, compared with
the opportunity to stimulate capital invest-
ment in business, such exemptions can never
be as effective on the job-creating side as the
depreciation allowances, for example. The
adoption of many sound and constructive
items will go by the boards if demagogery
Pprevails.

It is a curious thing that the Democratic
Party, which has always had a conservative
wing, should be lining up on the side which
would propose an unsound amendment, such
as the tax-exemption plan.

This would cost the Treasury $2,500,000,000.
If the national economy could be stimulated
by such a provision, it would be unobjection=
able, but the obvious purpose of the pro=-
ponents of the exemption scheme is to kill
the relief for double taxation of dividends.
The private capital system cannot function
effectively unless Investment is stimulated
by a fair return to the investor.

When risk capital is available, employ-
ment increases far beyond anything the tax-
exemption plan can accomplish.

The Communist and Socialist philosophies
are conceded to be antagonistic to the private
capital system, but it is strange to note how
often the Democrats in Congress take the
antlcapitalistic side of the argument and
how many times the Republicans appear as
the stanch defenders of the system of free
enterprise.

Maybe the voters someday will learn to
ask candidates for Congress where they stand
on such basic issues.

Mr. STEED. Mr. Chairman, we now
are halfway through the month of
March, the fateful month which has
been designated by President Eisen-
hower as the signpost to the future
trend of the American economy.

The guideposts so far available for the
test month of March are meager, but
those which have appeared point ap-
parently to a continuation of the down-
turn in business activity which began
about the middle of last year, the first
year of the first Republican regime in
20 years. Unemployment is on the rise,
farm income is shrinking, department-
store sales are lagging behind the fast
pace of 1953, steel production has slowed
considerably, and big inventories in the
hands of sellers are hampering sales and
production all up and down the line.
The last report of the Federal Reserve
Board showed that industrial produc-
tion was down 10 percent from the peak
of last year—a decline equal in magni-
tude to the industrial slump that oc=
curred in the recession of 1949.

This undeniable slowdown, of course,
means that the economy of the Nation
is in some trouble. It is evident in the
big industrial plants of the Nation, on
the farms of this country and in the
stores in the small towns of America.

But, Mr. Chairman, despite the fact
that the economic indicators depict
graphically the recession in which this
country now finds itself, Republican ora-
tors for the past several months have
berated shrilly and rashly anyone who
has the temerity to call attention to this
developing downturn in business, Ill-
considered name calling has been the
order of the day for Republican spokes=
men who would have the people hide
their heads in the sand in the vain hope
that slackening business conditions will
go away if we just will not discuss the
situation. That has never been the case
in this country and will not be the case
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this time. We have never talked our-
selves into a recession, and, of course,
we cannot talk ourselves out of one.

In 1929 we had an administration
which tried futilely to talk away a de-
pression. Neither could it talk us out
of a depression—that took drastic ac-
tion, beginning in 1933.

Mr. Chairman, the Democrats are fer-
vently opposed to a recession, a depres-
sion, or whatever you want to call wors-
ening economic conditions, But we be-
lieve that when the economy shows
signs of bogging down there should be
full discussion and debate. We further
believe, and advocate, that when that
time comes there should be preventive
action by the national administration.

The present administration would
have us believe that the Nation is now
in a period of adjustment to normaley,
that the country should be shaken down
to a more leisurely business pace, and
that this so-called rolling readjustment
actually is just what the doctor ordered
for peacetime prosperity. In other
words, the administration of today says
that the prosperous and well-nigh uni-
versal high levels of business activity in
recent years of Democratic administra-
tions is too high. Thus, according to
this Republican logic, there is nothing
to worry about when the economy re-
cedes from the previous high levels.

Such an economic philosophy would
be ludicrous if it had come from any
source other than administration offi-
cials charged with the well-being of the
Nation.

The current economiec distress is ap-
parent to anyone who faces the economic
facts of life. Would the administration
have us ignore like ostriches the reports
from our home districts that retail sales
are falling off, that farm income is drop-
ping, and that unemployment is becom-
ing an increasingly serious problem?
‘Would the administration have us accept
blandly and without challenge the sugar-
coated pronouncements that all is well
in this best of all possible Republican
administrations? That seems to be the
attitude of the Republican officials who
wildly hurl harsh cries of prophets of
gloom at any who would discuss this
most important problem.

But, Mr. Chairman, the facts have a
habit of making themselves seen and
heard.

On the farms, in many sections of the
country, economic hard times have al-
ready hit, and hit hard. The income of
the farmers has dipped severely over the
past year. For instance, profits in cattle
raising have virtually vanished in many
cases. Beef prices remain weak and
even now are faced with a developing
threat, in the Midwest and the South-
west, of drought and dust storms. If
these conditions persist, cattlemen will
be forced to market with their herds,
thus driving the price of beef down still
further. In addition, the lack of rain,
plus the dust storms, pose a serious
threat to the grain crops.

And what sort of a farm program does
the administration advocate while the
farmers of this country are being buf-
feted by adverse weather and declining
prices? The administration would have
this country abandon the fixed parity-
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price program, which supports farm
products at 90 percent of parity, and go
to a sliding scale, which would, in effect,
slide the support level to down below 80
percent.

The administration would do well to
consider the fact that historically most
depressions in this country move from
west to east and start on the farms. The
current plight of the farmers already is
having its effect on the large industrial
areas of the Nation, too.

Employment is suffering in factory
towns. The latest Government report
shows that the number of jobless work-
ers inereased by 600,000 during Febru-
ary and now stands at 3,700,000, the
highest it has been since the 1949 reces-
sion. It is difficult to tell what is hap-
pening right now in the month that the
President says is the key to the economic
trend of the Nation. However, many
economists foresee another increase in
unemployment during March—some-
thing on the order of 200,000—when un-
employment normally is beginning to
decline. This certainly will mean that
the administration will need to give
careful study to a positive program in
order that a brake could be put on the
economic downswing.

Of course, the administration contends
that it is doing something to give the
economy a shot in the arm. That some-
thing boils down to an attempt to lighten
the taxload on big business and indi-
viduals in the higher income brackets.
The Democrats, of course, favor active
assistance to business, as witness the
unparalleled profits and expansion of
private enterprise over the last 20 years.
But tax cuts should be spread equitably
through all stratas of our population.
Not only big business, but small busi-
ness and individuals should be given
reductions in taxes at the same time.
By taking care of only the people and
businesses at the top of the economic
ladder the administration would be
adopting the timeworn trickle-down
theory that was tried so diligently in
the Hoover administration and failed so
dismally.

During the last session of the Repub-
lican Congress the taxload was light-
ened on big business with the repeal of
the excess-profits tax, which touched
few, if any, small businesses of this
Nation. There was no corresponding
lightening of taxes for small-business
men at the time, and there is not any
today in the current administration
proposals, The smaller-business men
should be given the same relief accorded
big business.

In addition, the tax burden on indi-
viduals should be lightened. This would
put spending money in the hands of
those consumers who would be most
likely to take it into the market place
and give business a lift. Classically, this
has been the approach of the Democratie
Party, and it has worked in the past and
would work in the future. When con-
sumers are helped they purchase goods,
This in turn puts people to work on the
farms and factories. You might even
call this the trickle-up theory, but it has
always been immeasurably more effec-
tive than the opposite approach—the
archaic trickle-down procedure.
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The most effective way that Congress
can quickly arrest the business down-
turn is by inecreasing the individual’s ex-
emption rate on Federal taxes from $600
to $800. This would, immediately and
dramatiecally, put $5 billion in the hands
of consumers who, in turn, would place
it in the spending stream. This pro-
posal is no self-seeking campaign by
Democrats for the voters’ favor in No-
vember. It is the only solid and sure
method which would bring quick results.

Many stories have appeared in the
press, Mr. Speaker, about the adminis-
tration’s plan to combat recession—when
and if there is ever a Republican admis-
sion that the economy is ailing. State-
ments are attributed to administration
spokesmen that the interest rates may be
lowered and that there are public works
programs, already blueprinted which
need only to be dusted off and put into
operation. A lowering of interest rates
may come too late to benefit builders and
other borrowers who are contemplating
expansion programs. And as for the
public works programs, they are helpful
but are slow moving. Any public works
projects, big enough to seriously dent a
full-blown recession, would be several
years in the offing.

And so, Mr, Chairman, the immediate
prospect of providing a lift to the econ=
omy narrows down to a tax cut for in-
dividuals, particularly those in the lower
income brackets who would be most
likely to spend it in the market place.
No other course offers the same promise.

I trust that the Congress will be far-
sighted enough to take this beneficial
and courageous action.

Mr. FINE. Mr. Chairman, here at last
is the long-awaited Republican tax-revi-
sion bill. In the last few weeks the spon=
sors of this legislation have been un-
leashing a heavy barrage of propaganda
about the supposed merits of the bill
According to Republican spokesmen, this
bill will remove tax inequities and close
loopholes, while making tax burdens
fairer for millions and restoring normal
incentives for sustained production and
economic growth. We have been told in
glowing terms of what a blessing this
bill will be to widows and children and
the average taxpayer.

If all the extravagant claims that have
been made for this tax bill were true, it
would indeed be a magnificent piece of
legislation, and should pass this House
without a single vote against it. Unfor=
tunately, however, the bill falls far short
of measuring up to the glittering prom=
ises that have been made for it,

There are 875 pages in this tax bill.
The average taxpayer might study every
one of those 875 pages looking for the
tax relief it is supposed to hold for him,
and about the most significant reward
he would receive for his efforts is a severe
case of eyestrain. There just is not any
general tax relief for the little man in
this bill.

The pending bill would grant some re-
lief—though not enough—to certain
classes of working mothers. There are
changes liberalizing dependency provi-
sions and medical deductions, which may
benefit a limited number of individuals
who need such relief. But there is noth-
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ing whatever in the bill giving any sub-
stantial help to the average wage earner.

Republican recommendations for tax
relief to a few small classes of tax-
payers in the lower-income brackets are
small, indeed. They look even smaller
when compared to the tremendous bene-
fits this bill would give to corporations
and their shareholders.

The majority report on H. R. 8300 ad-
mits that corporations would receive tax
benefits of $619 million in fiscal 1955
alone under the proposed law. There
are provisions for life-insurance exemp-
tions and increased charitable deduc-
goxés which would benefit only the well-

-do.

But the most flagrant help-the-rich
clause in this bill is the so-called divi-
dend-tax-credit provision. If this pro-
vision becomes law, individuals owning
corporation stock will eventually pay no
tax whatever on the first $100 of divi-
dends received, and can deduct from
their tax bill an amount equivalent to
10 percent of the rest of their dividends.
This would cost the Government more
than $800 million.

And whom would it benefit? The 92
percent of American families who own
no stock would not benefit by 1 solitary
cent of that $800 million. Most of the
tax savings would go to the six-tenths
of 1 percent of American families who
own 80 percent of all publicly held stock.
Putting it another way, more than half
of this $800 million bonanza would go
to the few individuals with incomes of
more than $25,000 a year.

It is claimed that H. R. 8300, by giv-
ing tax advantages to corporations and
investors, will encourage initiative and
investment, stimulate production, and
create more and bigger jobs. In other
words, what is good for business is good
for the country. That is a pretty clear
expression of the basic Republican ap-
proach to economic problems. Republi-
can administrations seem to think they
should concentrate on giving every pos-
sible advantage to those few at the top
of our economiec structure, so that some
benefits can then trickle down to the
rest of the people.

It is a nice theory—especially if you
are one of the few who gets the gravy.
The only trouble is that the benefits
never-seem to get down to the people who
really need them. Government run for
the benefit of the minority did not work
in 1929, and it will not work any bet-
ter now.

‘Whether you call it temporary unem-
ployment, a transition period, or use
that nasty word “recession,” there is no
denying that there are a few storm
clouds on the economic horizon. But
they are not due to lack of incentive for
investment. Business profits in 1953
were the highest in history and indus-
trial stocks on Wall Street last week hit
the highest point since 1929,

Our troubles are not due to a shortage
of production facilities, either. Steel
mills operated at 68 percent of capacity
last week. Farm equipment faetories
have been idle for months. The auto-
mobile industry is practically forcing
new cars on reluctant dealers,

It will not help the steel or auto-
mobile industries if you make it easier
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for them to get money to build new
plants. The one thing they need that
will provide all the incentive necessary
for expansion and inecreased production
is a large and steady supply of customers
with money in their pockets. And the
surest way to encourage such a supply
of customers is to grant tax relief to the
consumer, rather than the investor.

The Democrats on the House Ways and
Means Committee proposed just exactly
that during committee action on H. R.
8300. They moved to raise personal in-
come-tax exemptions from $600 to $700.
If that motion had been adopted, it
would have given tax relief to every
single one of our 50 million taxpayers—
and the man on the bottom of the scale
would have gotten the same break as
the fellow on top. Every Democrat on
the committee voted for the increased
exemptions—but the Republicans lined
up solidly to defeat them.

Many Republicans have stated that we
just cannot afford the loss in revenue
that would result from an increase in
personal exemptions. It seems strange
that the same voices that are crying out
against granting relief to the little man
were strangely silent when the excess-
profits tax expired on January 1 with a
$2 billion loss in revenue. And almost
none of them have been heard to com-
plain about the tremendous loss in rev=
enue through the provisions which bene-
fit the rich.

Let me remind those who are talking
about deficit financing that it was not the
Democrats who decided to engage in it.
President Truman has been violently at-
tacked by Republicans on that score, but
if memory serves me correctly, it was his
practice to ask for sufficient revenue to
cover his appropriation recommenda-=
tions. This great Republican economy
administration sent to the Hill a budget
that was unbalanced by almost $3 billion,
while agreeing at the same time to tax
relief for the rich. If the administration
wants to bolster up the economy by
spending more than it takes in, that is
their decision to make, but the Demo-
crats want to see that the tax breaks go
to the people who need them, rather than
just those in the higher brackets.

Mr. Chairman, as this bill stands it
contains a few minor provisions that
grant needed relief to a relatively small
number of taxpayers, but does nothing
for the majority of persons who need
help. At the same time it gives tre-
mendous benefits to a few corporations
and individuals. I shall vote for recom-
mittal for the purpose of incorporating
in this bill an increase in personal ex=-
emptions and for striking out the divi-
dend-tax-credit provision.

Mr. DONOHUE. Mr. Chairman, as
my colleagues here well know, I have, for
the past 7 years, repeatedly urged the
vital necessity of complete revision and
recodification of our entire Internal
Revenue Code. In 3 successive Con=
gresses, I have introduced bills whose
purpose was to accomplish that objee-
tive. We all fully realize that our pres=
ent Internal Revenue laws are jumbled,
complicated, often contradictory, little
understood by the average person, and
filled with obsolete regulations, impos-
ing multitudinous inequities, irritations,

3543

and too often great hardships upon the
American taxpayers.

The tax measure before us today is
the first attempt in nearly half a cen-
tury to revise and simplify the Internal
Revenue Code. The distinguished chair-
man of the House Ways and Means Com-
mittee and his colleagues of that com=-
mittee are certainly to be complimented
for the long hours and arduous work
applied to the writing of this bill. It
serves to forcefully remind us that the
time is long overdue for a complete and
thorough revision of our tax system in
the public interest. I earnestly wish
this present bill was a more generally
equitable one.

However, the question that must be
conscientiously directed at this proposed
new tax law should be, to paraphrase
the President’s own words—is it a good
and just bill for all Americans? To an-
swer that question, we are impelled, of
course, to examine very closely the sub-
stantive economic philosophy behind the
language of the bill and then the most
prominent features of the bill,

It is clearly apparent and undenied
that the primary intent and purpose of
this measure is to project a stabilizing
force into our daily weakening economy
by granting substantial tax relief to
business corporations and upper income
groups. The philosophy behind these
proposals is obviously the old and out-
moded one that can be summarily stated
in the questionably popular phrase,
“What's good for business is bound to
be good for the country.” In other
words, the prominent preparers of these
new tax proposals evidently believe that
if we add even more to the top struc-
ture of our economic society, then that
element will somehow take care of the
rest of the people. In no partisan spirit,
may I remind you it was this similar
conviction that largely led to the great-
est and saddest economic setback this
country ever experienced, back in the
1920’s. Let us try, in all good spirit and
conscientious purpose, to insure that
such widespread economic unhappiness
will not oceur again, especially from fol=-
lowing the same economic philosophy
that proved so disastrous in the past.

When we scrutinize this bill carefully,
it becomes forcefully apparent that in
its entirety, and in its particular pro-
visions to extend special tax relief on
dividend income and through changes
in depreciation calculation, it would,
should it become law, give investors and
business 12 times as much relief as in-
dividuals.

The average individual would get $6
in tax relief, $250 million divided by 39
million tax returns showing taxable in-
come, while the average dividend recip-
ient would ultimately get $200, 1.2 bil-
lion divided by 6 million stockholders, or
33 times as much. The discrimination
is still understated, since the less than
4 percent of the taxpayers receiving divi-
dends, those with income over $10,000,
get more than three-fourths of all tax-
able dividends. If we consider families
rather than tax returns, we find that
less than 1 percent of the American
families own 80 percent of all publicly
held stocks. An examination of those
authoritative figures and percentages
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certainly indicates that the major tax
relief offered in this measure is being
granted to those who need it least and
is a contradiction of our traditional
principle that taxes should be appor-
tioned on the fair basis of ability to pay.

While the inequitable disproportion of
tax relief presented in this measure
would be open to conscientious question-
ing at any time, it is the more striking
now because of the definite and inereas-
ing unemployment situation throughout
the country which the President himself
has publicly recognized. No reasonable
person doubts that we are in a recession,
and no true American desires the eco-
nomic decline to go any further. The
United States Census Bureau has esti-
mated there are more than 3 million un-
employed people in this country today
and, unfortunately, that figure is slowly
but steadily advancing. I believe that
all of us are aware of the grave problem
inherent in this increasing unemploy-
ment, and I know we are all patriotically
united in our determination to take all
possible steps to prevent the present re-
cession from growing into a dangerous
depression.

I realize we are in common agreement
that tax burdens should be equitably ap-
portioned among our people in such a
way as to preserve our standards of liv-
ing, while at the same time providing in-
centives and capital funds for national
economic expansion. The only real dis-
agreement among any of us is the deter-
mination of the best means by which
those patriotic objectives can be gained.

In arriving at my own determination of .

the best means, I first of all very strongly
believe that the present and admitted re-
cession should not and must not be per-
mitted to develop into any prolonged
recession.

I have heard little evidence here today
to support the contention that the de-
cline has been caused by the high level
of personal or business tax rate or by
lack of funds or incentives for invest-
ment programs. On the contrary, both
profits—after taxes—and investments
have been at record levels—215 to 3 times
prewar. Corporate earnings have pro-
vided incentives, and individual and cor-
porate savings have provided ample
funds. There is nothing in sight today
to discourage the rate of investment, ex-
cept the dark prospect of a failing con-
sumer market for the products and serv-
ices of business. It therefore seems but
simple logic to conclude that the best
and most immediately effective way to
strengthen business incentive and our
declining economic trend is to place ad-
ditional spendable income in the hands
of American consumers. The same
sound logic, not to mention the moral
responsibility of legislating in justice to
all, moves us to the conviction that any
additional income, granted from tax re-
duction, should be at least proportion-
ately distributed to families in the lower
half of the income scale. Statistical
evidence of long standing demonstrates
that these families are required to spend
practically all of what they have and get,
while the same statistics show that most
of the saving is confined to the upper
brackets of the income scale.
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In my opinion, these facts are strong
arguments on firm economic grounds,
demonstrating the necessity as well as
the justice in granting increases of per-
sonal exemption for the low-income tax-
payer when we are proposing to grant
substantial relief to prosperous business
and high-income groups. The lessons of
history show that it is far easier to stop
a mild decline than to halt a galloping
depression. The country as a whole,
business, consumers, and the Treasury
Department all have much more to lose
by a further reduction in national in-
come than by the loss of revenue through
raising such exemptions, for action of
that kind would promptly add billions
to the slowing stream of general pur=
chasing power.

Mr. Chairman, primarily for the rea-
son that we are obliged to extend fair
and just treatment to all segments of
American taxpayers, as well as for the
sound authoritative economic reasons I
have outlined, I very deeply believe that
before any continuing action is taken
on this bill, it should be recommitted for
the purpose of permitting the committee
members to include proportionate tax
relief to those who need it most by rais-
ing personal exemptions. Reluctant as
I am to disagree with the President's pro-
gram, I nevertheless very deeply feel he
has accepted questionable advice from
his economic counselors. While the bill
contains many desirable changes in our
outmoded tax system, there is obviously
grave doubt existing in the minds of a
great many Members here of its sub-
stantial merit that warrants recommittal
and reexamination.

Mr. GROSS. Mr. Chairman, I want
to go on record here and now and make
my position perfectly clear. If I vote
this afternoon in support of President
Eisenhower and the administration
against further tax reductions as applied
to personal incomes, from that moment
on I intend to hold the administration
strictly to account in the matter of econ-
omy in the huge spending measures that
are yet to come, particularly for the
Military Establishment and so-called
foreign aid.

I am convinced that the President, on
his own initiative and without recourse
to Congress, can compel military and
civilian heads of the Military Establish=
ment to adopt measures that will save
hundreds of millions of dollars. And I
am further convinced that the time has
come to put an end to foreign aid, which
was supposed to have ended in 1952, by
appropriating only enough money to lig-
uidate commitments already made.

If extravagant spending is to be con-
tinued, particularly billions of dollars
each year on unresponsive foreign gov-
ernments, then the time has certainly
come to stop penalizing American tax-
payers and permit them to enjoy at least
temporarily the fruits of their labors.

As far as I am concerned, Mr. Eisen-
hower and his administrative officials
must now stand and deliver in their rec-
ommendations for economy in the
spending bills that are to come.

It will be with the utmost reluctance
if I vote in opposition to the recommital
motion, for I believe an increased exemp-
tion to be the fairest method of individ=
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ual income tax reduction. However, I
feel firmly that the Federal budget must
be balanced, and I believe the adminis-
tration should have one more oppor-
tunity to demonstrate its desire to do so.

Mr. GOODWIN. Mr. Chairman, in
most earnestly urging that H. R. 8300 be
passed I want to express the great satis-
faction I have, as a member of the Com=-
mittee on Ways and Means, in having
had the privilege of collaborating in the
writing of this epoch-making piece of
legislation which our distinguished
chairman, Hon. DaNieL B. REED, has de-
scribed as “certainly the most monu-
mental piece of legislation ever to come
before Congress.”

This tax-revision bill represents the
very first over-all revision of our Federal
tax structure to be undertaken in some-
thing over three-fourths of a cenftury.
It is difficult for anyone who has not
been in a position to follow the work
closely to comprehend the magnitude of
the task,

Over 600 witnesses were heard before
our committee in many all-day sessions
extending well beyond the House ad-
journment last summer. These wit-
nesses included tax experts from all over
the country. More than 1,000 state-
ments were placed in the record. The
printed text of the hearings runs to
nearly 3,000 pages. The time spent by
staff experts in connection with the
preparation of the bill has been esti-
mated as well over 300,000 man hours.
Over 15,000 communications from tax-
payers from every part of the country
have been studied and some of their sug-
gestions have been adopted by the com-
mittee,

Out of all this has come H. R. 8300, a
bill to revise the internal revenue laws of
the United States, written in cooperation
between our committee and the Treas-
ury and submitted to the House as an
integral part of the fiscal program of
President Eisenhower. I predict that it
will pass the House and that the result-
ing Internal Revenue Code of 1954 will
stand for a long time as an enduring
monument to the 83d Congress.

The benefits to the taxpayers from this
legislation will be more and more ap-
preciated as time goes on. These many
benefits have been quite fully described
during the course of this debate. A brief
outline of these would include the fol-
lowing:

Medical expenses will be deductible in
excess of 3 percent instead of 5 percent.
Retired individuals, including teachers,
will be allowed an exemption of $1,200 of
retirement income. Parents may claim
deduction of $600 for each child regard-
less of the child’s yearly earnings. A
single working parent may have a deduec-
tion of $600 for expenses paid for the
care of each child under 10 years, and
up to 16 if physically handicapped.

The head of a household will have the
same privilege of split income now al-
lowed married couples even though a de-
pendent may not live in the home of the
taxpayer. Deductions for charitable
contributions may be allowed up to 30
percent instead of 20 percent as now.

The benefits above enumerated are
those affecting individuals. There are
also benefits in the bill for corporations,
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all of which are intended to promote
the expansion of business thereby mak-
ing jobs and increasing payrolls, and
thus again bestowing individual bene-
fits. The bill contains $1.4 billion in
tax relief, of which $778 million goes
to individuals. It is a fair bill for busi-
ness and individuals alike. It is designed
to provide for an expanding economy.
It is an essential part of the program
of President Eisenhower. It deserves the
loyal support of every Member who be-
lieves that the administration program
ought to be put into effect for the making
of a better America.

Mr. POFF. Mr. Speaker, in view of
the President’s recent radio announce-
ment indicating that he will veto the
entire tax revision bill if it should, con-
tain a personal exemption increase this
year, the motion to recommit the bill
was nothing in the world but a motion
to kill the bill and deny any tax relief
whatever to the belabored American tax-
payer, and I think it is important that
the people understand this.

The iniquitous thing about the motion
is that it wears a fetching false face—
a mask of a personal exemption increase.
Those who made and supported the mo-
tion think that the taxpayer will see only
the mask and not the face. They do
not, Mr. Speaker, credit the American
taxpayer with enough intelligence.

The people today are informed about
fiscal matters and affairs of state, and
it takes only a minimum of intelligence
to recognize this motion, the face behind
the mask, as a piece of parliamentary
chicanery and political opportunism, un-
worthy of the traditions of the political
party fathered by that great Virginian,
Thomas Jefferson.

For, I repeat, the real purpose of this
motion was to prevent this tax relief bill
from becoming law in this election year.
It was politically preconceived, with
malice aforethought, to embarrass the
President of the United States by people
who have been pretending to lend bi-
partisan support to his program.

The President’s enemies know full well
that, as much as he wants to grant the
American people the relief contained in
this bill, he would be compelled to veto
the whole bill if it contains a provision
for an increase in the individual exemp-
tion this year. As reported by the com-
mittee, the bill grants nearly $1.4 billion
in tax relief. The motion to increase
the exemption would cost the Treasury
an additional $2.3 billion. Since the
budget is already out of balance, this
would mean that the national debt would
be increased by that amount, the statu-
tory debt limit would be violated, and
the value of all Government bonds and
securities would be jeopardized. This
might well create an economic panic
leading to a depression, and it is the little
man who suffers in a depression.

Still, the proponents of this motion to
recommit, who, being in the minority,
have no responsibility to keep our econ-
omy sound and who would stand to profit
politically from a panic, pretend that
they are trying to help the little man.
They are marching up and down the
length and breadth of this land telling
the people that the tax-relief measures
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granted by this Congress help business
and not the individual. A look at the
record and an analysis of the laws passed
this year will prove that they are in
grievous error,

In the tax-revision bill just considered,
tax relief for business totals $581 mil-
lion. By reason of the expiration on
January 1 of this year of the war-im-
posed excess-profits tax, business was
relieved of $1.7 billion in taxes. This
makes a total tax relief for business of
$2.3 billion, But it must be borne in
mind that the bill on the floor today
extends the present 52-percent tax rate
on corporations which was scheduled
under the old law to drop to 47 percent
this year, and this provision alone will
cost corporations an additional $1.2 bil-
lion in taxes next year.

In the tax-revision bill just considered,
individuals will receive $778 million in
tax relief exclusive of any increase in
the individual exemption. Under the
10-percent cut in individual taxes on
January 1 of this year, individuals re-
ceived about $3 billion of the benefits.
Under the excise-tax-reduction bill
passed by the House last week, individu-
als received $912 million in relief. This
makes a total tax relief for individual
taxpayers of $4.7 billion.

All together, this Congress will have
granted, exclusive of individual exemp-
tion increases, a total tax relief of $7
billion of which business will get 32.9
percent, and individuals will get 67.1
percent. Moreover, tax relief to busi-
ness—most of which is small business—
means help for the individuals who own
the business, individuals who work for
the business and individuals who buy
the products or the services of the busi-
ness.

There is another interesting angle to
this problem. The best possible way to
cut taxes is to cut governmental spend-
ing. It is significant to note that most
of these people who are pretending to
be so eager to help the taxpayer are the
same people who consistently make and
vote for amendments to increase every
appropriation bill which comes on the
floor. Possibly it is good politics to vote
to inerease spending and cut revenue
when the budget is already in the red,
b;it it is most certainly faulty statesman-
ship.

The tragic and unfair thing about this
parliamentary trick is that it makes it
appear that every person who voted for
the motion to recommit the bill to com=-
mittee favors the principle of increasing
the individual exemption and that every-
one who voted against the motion op-
poses the principle. This simply is not
true. During the 20-year administra-
tion of the people who voted for this mo-
tion today, the individual exemptions for
a married couple were reduced from
$2,500 to $1,000 and were raised to the
present $1,200—plus an additional ex-
emption for the blind and those over
65—only when their administration lost
control of Congress in 1948. It will be
remembered that the Republican 80th
Congress passed this personal-exemption
increase over the determined opposition
of the very people who, in 1948, called
it a rich man’s bill and who now call
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it a poor man's bill. In fact, President
Truman vetoed the increase in 1948 and
it was passed over his veto.

On the other hand, many of those who
voted against the motion today definitely
favor the principle of an increase in the
personal exemption. As for myself, I
introduced a bill in 1953 during the last
session of Congress just a few days after
I got to Washington, at a time when I
could not possibly have foreseen the $4.7
billion tax relief granted to individuals
this year.

My bill would increase the exemption
from $600 to $750. Moreover, it would
apply not only to the taxpayer but to all
his dependents as well. Thus, a man
and wife with 2 children would have
$3,000 of their income completely exempt
from taxation. Thisshould demonstrate
how I feel about the principle involved,
and if the Senate should vote and a
conference committee of both Houses
should report a recommendation to in-
crease the exemption, I certainly would
support it. If such should happen, how-
ever, I am persuaded that the President,
by reason of the inecreased deficit and
the violation of the debt line, would be
compelled to veto the whole bill.

In summary, Mr. Speaker, the vote on
this motion to recommit the bill to com-
mittee was not a vote for or against the
principle of increasing the personal
income-tax exemptions; it was a vote to
save or a vote to kill the major tax
revision bill which plugs 50 rich-man
loopholes, corrects hundreds of irregu-
larities against the little man, and saves
the American taxpayers $1,359,000,000 a
year,

Mr. REED of New York. Mr. Chair-
man, the gentleman from Arkansas
stated that because section 312 (a) (1)
of the bill does not specifically define
the term “dividend” as including the dis-
tribution of securities, the bill would
permit the distribution of a tax-free
dividend in securities, and has charac-
terized this as a glaring loophole which
got by the committee.

The gentleman from Arkansas is a
very able lawyer who has made a real
contribution to the work of the commit-
tee in drafting the bill, and if he had
raised his point in the committee, I am
sure that the language of section 312
(a) (1) could have been revised to meet
his point. However, I am sorry that
the demands on his time caused him to
overlook the committee report on sec-
tion 312 (a) (1) which on page A98
clearly states in part that “a dividend
means a distribution of securities or
property by a corporation to its share-
holders” thus making it clear that a
dividend distribution of securities will
be taxable under the new code to the
same extent as a dividend distribution
of any other property. In other words
the so-called loophole referred to by the
gentleman from Arkansas simply does
not exist and, far from getting by the
committee, was specifically provided
against in its report.

Mr. MULTER. Mr. Chairman, there
has been some difference of opinion ex-
pressed about this bill as to whether it
i;ht tax-revision bill or a tax-reduction
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Obviously it is both, and no one should
attempt to create the impression that
there are no tax cuts in this bill.

I believe that everyone agrees that in-
sofar as it is a general revision of the
Internal Revenue Code, it is a good bill,
and the distinguished members of the
Ways and Means Committee, and par-
ticularly its fine chairman, the gentle-
man from New York [Mr. Reep], are
to be highly complimented for the splen-
did work they have done in that connec-
tion. Similarly, I am sure that no one
will try to take credit from the commit-
tee for having written into this bill larg-
er deductions for medical expenses, and
costs of child care and for pensioners.
Criticism in that respect will be leveled
only against those who will attempt to
contend that those provisions go as far
as they should, or accomplish all of the
fine purposes that may be attributed to
them. For instance, the deduction for
medical expenses is an allowance only of
the excess over 3 percent of the income.
A family of 4 with a gross income of
$5,000 will be permitted to deduct for
medical expenses only such sum which
exceeds $150. I believe it would be much
fairer to the family earning $5,000 a year
or less to allow them a medical deduc-
tion of $150 a year. The same section
contains a provision permitting a dedue-
tion of any excess over 1 percent of gross
salary spent for traveling for health. I
doubt whether any families with a gross
income of $5,000 a year or less can spend
even the $50 for traveling for health, no
less spend a sum in excess thereof.

The special deduction for the costs of
child care for widows and widowers is
entirely insufficient because it is limited
to $600 per year. While we must con-
cede that that $600 a year is better than
no deduection at all, it is completely un-
realistic because it is utterly impossible
to employ anyone for as little as $§12 a
week to take care of a child or children
while a parent is employed.

The tax exemption granted to those
who are retired for $1,200 of pension in-
come is also unrealistic because it is lim-
ited to those who are 65 years of age or
older. A married couple of 65 years of
age presently have tax exemption of
$2,400, and very few of those people have
any income above that $2,400 to apply
against an additional $1,200 exemption.
The exemption should have been granted
without any age limitation.

Then the bill contains an exemption
of $100 a week for moneys received from
sickness and accident benefit insurance.
I do not know of a single family with a
gross income of $5,000 a year or less who
can afford to own such a policy that pays
that kind of benefit.

On the other hand, there are provi-
sions in this bill which will cut the taxes
of the large corporations and of the big
income earners by billions of dollars.
We have been told that the reason for
those tax cuts was to expand industry
and thereby create new jobs.

Anyone who will give the slightest
thought to the subject will know that
these tax reductions will not have that
effect to any great extent. We heard the
same argument when we were told that
that would be the effect of the removal
of the excess-profits tax, If what hap-
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pened after removing those taxes is to
be any standard of comparison the tax
cuts in this bill for the benefit of big
business will have an even worse effect.
Despite the newspaper claims about ex-
pansion programs by some big corpora-
tions, the overall picture throughout the
country shows that there will be much
less expansion of industry this year than
there was last year. The reduction of
the taxes effective for this year has not
brought about any expansion of indus-
try, nor the creation of any new jobs.

I will agree with those who say that a
tax on dividends is an unfair tax. But
I vigorously disagree with those who
contend that by eliminating those taxes
industry will be expanded. One need
not be a tax expert to know that every
corporation out of its profits first sets
aside the moneys it needs for its expan-
sion programs. It pays as dividends fto
its stockholders only what is left after
it has planned its expansion programs.

Our income-tax philosophy has been
all through the years that taxes be levied
and collected on a graduated scale so
that those who earn most will pay most.
If that theory is to be pursued then the
only fair way to reduce taxes is by in-
creasing the exemptions. As we in-
crease the exemptions those in the low-
est scales pay the lowest taxes and while
getting the same exemption those in the
highest scales get a reduction in the
highest bracket. The Secretary of the
Treasury with the approval of the Pres-
ident has told the Congress that we
cannot afford to reduce our taxes by the
total of the taxes that would be lost by
increasing the personal tax exemptions
by another $100 and by granting tax
exemption on corporate dividends.

If that is so then the choice to be
made is an easy one. It is nota political
choice, it is a sound economic choice.
It is not the choice made by the admin-
istration. It should be—grant an in-
creased personal exemption as against
the exemption for the recipients of cor-
porate dividends.

Most of the small-income earners of
our country have savings accounts either
in mutual savings banks, in building and
loan associations, or in farmer coopera-
tives. They do not own stocks. The
dividends and income receivable from
those savings accounts and shares in
building and loan associations and
farmer cooperatives are specifically ex-
cluded in ‘this bill from the dividend
exemption.

Let us consider for a moment what
that means. Only 8 percent of our
American families own any stock in cor-
porations such as we are discussing.
Ninety-two percent of our American
familes own no such stock. Six-tenths
of 1 percent of our American families
own 80 percent of all such stock.

Now let us break that down further.
Slightly more than 80 percent of all tax-
payers having incomes under $5,000 per
year get less than 11 percent of such
corporate dividends. Less than 4 per-
cent of our taxpayers with incomes over
$10,000 get 76 percent of such corporate
dividends. Eight-tenths of 1 percent of
our taxpayers with incomes over $25,000
get 55 percent of such corporate divi-
dends.
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Let us see what this means in dollars
and cents.

A taxpayer earning $50,000 gross in-
come, of which $40,000 is dividends, un-
der this bill will save $10,470. As against
that, a family of 4 with earnings of $3,500
will save $120, if the Congress will give
that family a $700 per person exemption
instead of the $600 now provided for.
The latter is the Democratic proposal.

I now would like to turn your aiten-
tion for a moment to the speech made by
President Eisenhower to the people of
the country on March 15, 1954, on this
subject. In that connection I have in
mind those reminders coming from the
Republican side of the aisle of our prom-
ises that we would support President
Eisenhower’s program. But do not over-
look that we Democrats promised o sup-
port President Eisenhower’s program
only when it was in the best interests of
the country. This tax bill is not in the

st interests of the country. The Presi-
dent himself failed to make out a case
for this tax program of his.

In speaking to the people, President
Eisenhower said:

We want to improve and expand our so=
cial-security program.

Neither this bill nor the Democratic
program to increase personal tax exemp-
tions has anything to do with the social-
‘security program. It is a self-sustaining
program, paid for out of social-security
deductions separate and apart from any
taxes.

The President then said:

‘We want a broader and stronger system of
unemployment insurance.

Neither this bill nor the Democratic
tax program to increase personal exemp-
tions has anything to do with unemploy=
ment insurance. That, too, is a self-sus=
taining program, paid for by unemploy=-
ment-insurance deductions made by the
employer separate and apart from tax
payments. That has nothing to do with
this bill.

The President also said:

We want more and better homes for our
people.

There is nothing in this tax program nor
in the Democratic program to increase
personal tax exemptions that has any-
thing to do with homes—good, bad, or
indifferent. I might add the President
did send to the Congress a separate mes=
sage on housing, as a result of which his
Housing Administrator presented a bill
to the Congress. The House Banking
and Currency Committee, of which I am
a member, has just completed 2 weeks
of public hearings on that bill and that
program. Most people who have studied
the bill and the program agree that little
or no additional housing will come there-
from. But, I repeat, that program has
nothing to do with this tax bill or the
amendment thereof sought by the Demo-
crats.
The President next said:

We want to do away with slums in our
cities.

Nothing in this tax bill will do away
with such slums, nor will increased per-
sonal exemptions stop slum clearance.
If anything, it may help because if
we give the average taxpayer a little
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more money he may be able fo get a
better home for himself. The President
then said:

We want to foster a much improved health
program.

There is nothing in this tax bill that
has anything to do with a health pro-
gram. Increased personal tax exemp-
tions may make some more money
available to the families of our country
who today cannot afford the services of
a doctor or a dentist.

The President then said:

We want a better and a lasting farm pro-
gram, with better reclamation and conser-
vation.

This tax bill has nothing to do with
those programs. The President had
better address himself to his Secretary
of Agriculture, who ever since his ap-
pointment has been recommending cuts
in those programs.

The President then said:

We want an improved Taft-Hartley Act to
protect workers and employers.

Who ever heard of a tax program
dealing with the Taft-Hartley Act?
This tax bill does not deal with it or with
any phase of it.

The President then said:

We want wider markets overseas for our
products.

But there is not a word in this bill
about such markets or any intimation
of how we may attain them as a result
of this bill or how the attainment
thereof may be interfered with in any
degree by increased personal tax exemp-
tions.

Lastly, the President said:

We want, above all, maximum protection
of freedom and a strong and growing econ-
omy—an economy free from both inflation
and depression.

Of course we do.

I have searched through this entire
bill of 875 pages and through the com=-
mittee’s report on the bill, of 468 pages,
which includes the minority views as
well as the majority views. I can find
none of those things which the Presi-
dent says we want, and which we do
want, referred to or even remotely
touched upon in this tax bill.

I regret to say that, in my opinion, this
talk by the President was a partisan po-
litical speech which attempted to ap-
peal to the emotions of the American
people, throwing aside logic and reason,
and, at the same time, trying to stamp
the Democratic effort to improve the bill
as a purely political move.

If the Democrats sought to play poli-
ties with this issue it would have been
very simple for them to make their
speeches and then sit back and let the
bill be enacted, and go to the people in
November with the issue that this bill

cut the taxes for the wealthy and did-

nothing for practically 90 percent of our
people. The Democrats will fight hard
for a better tax bill because the interests
of the country demand it. We want to
see such a bill enacted, even though we
lose a good campaign issue.
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In conclusion, let me refer to the Presi-
dent’s elosing remarks in his speech to
the people on March 15. He said:

Viewing with gloom is only to be expected
in the spring of an election year.

Let me say again as my colleagues
have said many times on and off the
floor of this House, we Democrats are
not viewing with gloom, and we are not
viewing with alarm. We are pointing
to facts that cannot be disputed.

We are trying to alert a lethargic ad-
ministration into action. We are beg-
ging that the stable door be locked be-
fore the horse is stolen. I have already
pointed out that expansion throughout
our economy has been cut back for 1954.
That is true in every industry except
mining. Unemployment continues fto
climb. Not only are there many people
out of work, but many people who are
working are putting in less hours and
earning less pay. Production has al-
ready been cut back to what it was in
1949. Exports are down and farmers are
earning less. Savings are up and con-
sumers are buying less.

The Federal Reserve Bank of Chicago
in its eurrent report indicates that the
current business decline is more than
an inventory adjustment. I agree with
the President; we do not need a depres-
sion. But closing our eyes to the facts
of life will not prevent one.

We can be sure of a Democratic victory
in November if we have a depression,
but every right-minded Democrat is an
American first.

As an American, each of us wants fo
avoid a depression, even if we lose an
election.

Mr. McGREGOR. Mr. Chairman, it is
to be regretted that H. R. 8300, a bill to
revise the internal-revenue laws, seem-
ingly has become a political issue. I note
this morning in the Washington Post and
Times-Herald, a democratic liberal pa-
per, an editorial, and I quote:

It is unfortunate that the prospect is for
almost a straight party vote when the tax-
revision bill comes up in the House today.
Apparently it will be in a partisan frame-
work, rather than on economic merit, that
the Democratic amendment to raise income-
tax exemptions and kill dividend relief will
be considered. This is a sorry basis on which
to decide an issue that has a grave bearing on
the President's program to stabilize the na=-
tional economy.

I think many people have the wrong
impression relative to what the increase
for dependency allotment really means.
If the amendment offered by the opposi=-
tion is accepted, increasing from $600 to
$700 dependency exemption, it would
only mean approximately 30 to 40 cents
per week for each worker. I feel certain
the people I represent would much rather
have a reduction in taxes on theaters or
amusement admissions, telephones,
transportation, leather goods, including
women’s purses, and other excise taxes,
than they would to have the meager 30
cents a week reduction on income taxes.
If we accept the amendment four or five
million people are not going to have to
pay any income tax at all.

Mr. Chairman, it has been admitted
that the move of the opposition to raise
exemptions is political and I am sure the
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people I represent do not want politics
to enter into a tax program. I am of the
firm belief they are intelligent enough to
analyze the situation and realize it is
better to leave the exemptions as they
are now with all of us paying our propor-
tionate share of the taxes.

I repeat, let us all assume our just and
rightful share of the tax burden and the
responsibility of our citizenship in main-
taining our freedoms.

Mr. REED of New York. Mr. Chair-
man, Mr. MiiLs of Arkansas, yesterday
requested an explanation of part of sec-
tion 214 of the bill. I ask unanimous
consent to insert such explanation at
this point in the REcorb.

The CHAIRMAN. Is there objection
to the request of the gentleman from
New York [Mr. REgp]?

There was no objection.

(The statement referred to is as fol-
lows:)

CHILD-CARE EXPENSES

Section 214 of H. R. 8300 provides that a
taxpayer who is & mother whose husband is
incapable of self-support because mentally
or physically defective will be allowed a de=
duction for child-care expenses to the ex-
tent provided in this section,

A precedent for the phrase “incapable of
self-support because mentally or physically
defective” is found in the credit for addi-
tional exemptions for dependents contained
in the internal revenue laws from the act of
1918 until the provision was revised in the
Individual Income Tax Act of 1944. Prior
to the 1944 act a taxpayer was permitted to
claim a dependency exemption credit for
any person who was dependent on him for
support and who was either under the age
of 18 or physically or mentally incapable of
self-support. In the 1944 act the require-
ments that a dependent be under 18 or
mentally or physically unable to support
himself were deleted and there was substi-
tuted the concept that a dependent was
anyone for whom the taxpayer furnished
over half the support provided that the per-
son was related to the taxpayer within the
statutory degrees of relationship (and pro-
vided that the person was not himself re-
quired to file a return).

The determination under the income tax
laws from 1918 to 1944 of whether a depend=-
ent claimed by the taxpayer was incapable
of self-support because mentally or phys=-
ically defective was a factual question to
be determined in the same manner as other
factual questions in the event of dispute.
Thus, it was held by the Board of Tax Appeals
(now the Tax Court) that a taxpayer was
entitled to an additional exemption for a
dependent he supported on the taxpayer’s
sworn and uncontradicted testimony that
he supported a mentally defective daughter
who was, during the years in question and
always would be, unable to support herseilf.
See R. E. L. Johnson (256 BTA 359). Simi=-
larly it was held by the Bureau of Internal
Revenue (now the Internal Revenue Service)
that a taxpayer was entitled to a credit for
a daughter whom he supported who was
incapable of self-support because of an at-
tack of inflammatory rheumatism (I. T.
8222, 1938-2 CB 149). In this ruling the
taxpayer was held entitled to a proportion-
ate part of the dependency credit based
upon the period during the taxable year in
which his daughter was incapacitated.

Questions similar to the determination of
whether a dependent was incapable of self-
support because mentally or physically de-
fective are found in analogous provisions of
existing law. For example, in determining
whether a taxpayer was entitled to a deduc-
tion for medical expenses under section 23
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(x) of the Internal Revenue Code, the Bu-
reau of Internal Revenue ruled that travel-
ing expenses incurred on behalf of a minor
child in order to obtain medical care for the
alleviation of a physical defect or illness
were deductible as medical expenses (I. T.
3786, 1946-1 CB, p. 75). On the other hand,
where the dependent of the taxpayer who
was suffering from rheumatic heart disease
moved more or less permanently to a more
favorable climate, the Tax Court found that
the dependent had recovered from the pe-
riod of actual illness and denied any deduc-
tion for lodging and subsistence of the de-
pendent which were claimed as medical
expenses. (Frances Hofiman (17 T. C.)
1380.) Thus, under section 23 (x) of existing
law a factual determination may be neces-
sary as to whether certain expenses consti-
tute expenses incurred as medical care for
the alleviation of physical defect or illness.

Mr. REED of New York. Mr. Chair-
man, I yield 10 minutes to the gentleman
from Illinois [Mr. MasoN].

Mr. MASON. Mr. Chairman, you have
had an avalanche of words pointing out
all the leaves and the twigs and the
branches in this tax forest that we have
under consideration until I am quite sure
that most of the Members are more con=
fused than ever.

I want to summarize, or give you an
overall picture of the Republican tax
program. After I get through that may-
be I will give you a little philosophy on
tax matters, which some of you need
pretty badly, in my estimation.

First, let us take this overall picture.
You all know that in January we had a
$5 billion tax reduction, half, approxi-
mately, or a little less, on the excess-
profits tax, and the other half on the
1G-percent reduction on individual in-
come taxes. That is $5 billion. That
was provided for by our Democratic
friends, no getting out of that. It was
made possible by Republican economies,
and there is no getting out of that. So
we can both claim credit for that, al-
though I say that it should have taken
effect last July 1, not January 1, and
headed off and prevented this slight re-
cession, or whatever you want to call it,
that we have had for the last couple of
months, and out of which, according to
the U. S. News and a lot of other indi-
cations, we are now coming. But let
that be as it may, that is $5 billion, and
you cannot call that five billion a rich
man’s tax reduction.

Then last Wednesday we passed a
quickie excise-tax bill with a little over
$900 million reduction, practically all of
it going to individuals. We will call that
in rough numbers a billion-dollar reduc-
tion, mostly to individuals. That puts on
the right side of the ledger for individual
tax relief the bulk of the tax program
this House has acted upon so far.

As to this present tax forest that we
have before us, our experts say that
about $750 million of that relief is for
individuals, and $650 million is for cor-
porations. That makes $1.4 billion of re-
lief altogether. But in this tax bill we
extend the corporation rate of 52 percent
for another full year, which means the
corporations have to pay $1.2 billion.
So when you add it all up, the corpora-
tions are $600 million worse off as a re-
sult of this bill and individuals will be
$700 million better off.

That does not appear to me to be
much of a rich man’s hill in the over-
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all picture, nor does the overall Re-
publican tax picture represent a rich
man’s tax relief. Get that.

This overall revision bill is a revision
bill pure and simple, badly needed, not
a reduction bill. Of course there are re-
ductions in it, because we tried to re-
move as many inequities as we could re-
move without losing too much money.
That was the general purpose of the
bill, to clarify, codify, and simplify a tax
picture that nobody understood and
make it a little bit more clear, and re-
move some of the inequities that have
crept into it over 75 years.

OUR FEDERAL TAXES

Mr. Chairman, our present tax rates
are confiscatory; they have passed the
point of diminishing returns; they are
drying up the streams of investment
capital; they are discouraging business
expansion and preventing new enter-
prises from being started. When big
manufacturers are compelled to hand
over to Uncle Sam the major part of
every dollar of profit they make—as they
are required to do today—there is no
incentive to expand, to create new jobs,
to produce more goods for a hungry con-
suming public.

Jobs and taxes are Siamese twins; they
are tied together. They are closely re-
lated; they cannot be separated. In nor-
mal times high tax rates mean a con-
tracting national economy, fewer jobs,
and increasing unemployment. Low tax
rates in normal times mean an expand-
ing national economy, more jobs, and
little, if any, unemployment.

When overall taxes take one-third of
the national income, as they do today,
the tax load upon the average taxpayer
is too heavy. It means the average tax-
payer works 4 months each year for
Government, and 8 months each year for
himself and family. When the tax load
in upper brackets takes up to 92 cents
out of every dollar the taxpayer earns,
as it does today, it makes that taxpayer
work 11 months each year for the Gov-
ernment and 1 month for himself and
family; it kills the goose that lays the
golden eggs—the golden eggs in this in-
stance being more jobs and additional
payrolls for the workingmen of America.

To illustrate:

In 1945 Congress passed a tax reduc-
tion bill. It gave $7 billion in tax relief,
most of which went to corporations as a
result of the repeal of the excess-profits
tax. President Truman signed that tax
reduction bill in the face of a 21 billion
dollar deficit in the budget for that year,
What was the result?

Repealing the excess-profits tax meant
that corporations and business generally
could retain the $4 billion that had been
collected under this tax and plow it
back into the business. They did just
that. It was a stimulating shot in the
arm for business, and resulted in—

First. A tremendous business expan-
sion—almost a boom.

Second. Five million three hundred
thousand new jobs were created, which
boosted employment levels to an all-
time high, reaching the 60-million job
goal F. D. R. had set for 1950—a goal
reached 2 years ahead of the time set.

Third. An increase of 15 points in the
production of goods, as shown in the Na-
tional Production Index. This increased
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production should have reduced prices,
but we shipped to Europe that year $14
billion worth of goods—much of it scarce
goods: Steel, farm machinery, tractors,
food—instead of the normal shipments
of about $4 billion worth.

Fourth. An actual increase in Treas-
ury receipts over the former all-time
high in 1945, ending the fiscal year June
30, 1948, with a surplus in the Federal
Treasury of $8.4 billion—$3 billion of
which was earmarked for the Marshall
plan and the balance applied on the na-
tional debt.

Mr. Chairman, this little lecture on
taxation may not have been recognized
as such, but it is a complete answer to
the “trickle down" criticism of our Dem-
ocratic friends.

OUR FEDERAL DEBT

Treasury reports tell us Uncle Sam is
in the red to the tune of $273 billion—
but that is not the whole story. In ad-
dition to the $273 billion debt, Uncle
Sam has other outstanding obligations
amounting to over $40 billion—obliga-
tions incurred by the Commodity Credit
Corporation, the Reconstruction Finance
Corporation, the Export-Import Bank,
the International Bank, the Interna-
tional Fund, and several other Govern-
ment lending agencies. That means
that Uncle Sam—you and I—owe some=
thing over $300 billion. How much is
$300 billion? I do not know; you do not,
know. The finite mind cannot grasp
such an astronomical sum. There
never was such a national debt as that
before. It is more than the total debt
that all the other countries of the world
owe, put together. It is more than twice
as much as all the countries of Europe
owe, put together. Yet in the face of
this, practically all the nations of the
world stand before Uncle Sam today say-
ing in effect: “Please, Uncle Sam, your
credit is still good; won't you borrow
more money, won't you go deeper into
debt, won’t you levy heavier taxes upon
your people and help us out of the mess
we are in?” And Uncle Sam has been
doing that; he is still doing that, and
his board of directors—the Congress—
proposes to continue to do just that.
During the war we handed out $60 billion
in lend-lease; postwar handouts have
amounted to $45 billion; and now a
Western Europe rearmament program,
the Marshall plan, and President Tru-
man’s point 4 program—all of which will
mean billions more over the next sev-
eral years.

Where is bankrupt Uncle Sam going
to get these billions to hand out to other
nations? He can get them only by bor-
rowing and going deeper into debt.
Such a program can end only in national
bankruptey, financial chaos, repudiation,
and then dictatorship. And that is ex-
actly what will happen to us unless our
board of directors makes a right-about-
face—unless our leaders “stop, look, and
listen.”

Mr. REED of New York. Mr. Chair-
man, I yield 10 minutes to the gentleman
from Pennsylvania [Mr. SiMpsoN]1.

Mr. SIMPSON of Pennsylvania. Mr.
Chairman, I must admit when I listened
to one of my colleagues a few minutes
ago loudly, earnestly, and emphatically
tell us what was wrong with this effort
on the part of the Republican Party to
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reduce taxes, I realized for almost the
first time that he is a member of the
group on the Committee on Ways and
Means, and a meéember of the party in
Congress today who are experts in in-
creasing taxes. And it is natural that
the Democratic Party would be really ex-
pert in raising taxes for in the years from
1932 until almost the present day, they
have had tax increase bills one after the
other. I repeat, they have had a great
deal of experience in increasing taxes,
but all too little in reducing taxes. In-
deed, back in the famous 80th Congress
the Members of Congress were told by
the Republicans that the way to balance
the budget was to cut taxes—why back
there in 1948, and you recall, you Mem-=-
bers to my right side, that under the
leadership of our chairman we said then
that the way to increase Federal reve-
nues, the way to balance the budget, if
you please. was to reduce the tax burden
upon the American people, to give them
an incentive to get out and work, to in-
vest their capital in money-producing
facilities, in business, if you please, and
in effect to take their money out of the
securities that did not provide jobs even
though they did provide some little bit
of interest.

And so today again under the leader-
ship of the Republican Party, the Con-
gress and the American people have a
bill before them which will become law—
and I pause, Mr. Chairman, to suggest
to you that this bill will become a law
with the active support and the vote of a
substantial majority of those who are
standing before us today and criticizing
this bill. It will become law because it
is a good bill, it will be a good law; it is
designed to aid the American people, to
provide and secure jobs for the American
who wants to work in times of peace,
who wants his country to prove to the
world that the American system of free
enterprise will provide jobs, who wants
to disprove that all-to-frequently-heard
remark that the only way we have been
able to solve unemployment in the past
20 years was to get into war.

I would never accuse a political party
or the leaders of any such party of want-
ing to get us into war; of course, they
did not, and not one lady or gentleman
before me would ever make any sugges-
tion that that was the policy of any party
of our Government to deliberately lead
us into war.

But I do say that one of the things
that solved unemployment in the past
was the very fact that we did get into
war. None of us wants to get into war
again; we all want to prove that our
system of government will work in
peacetime, that it will provide work for
everybody in time of peace. I am sure
the majority will agree with me that the
one way to provide jobs and to provide
for prosperity in times of peace is to re-
duce taxes. So I anticipate that this bill
will pass as it is now by a large vote,
and the American people will benefit
greatly thereby.

Oh, it has been said that there is
something wrong with the bill and that
we make a mistake in not increasing the
personal exemptions from $600 to $700.
I can demagog as well as somebody else,
because out where I live there are peo=-
ple who are paying big taxes, who are
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in the 60-percent bracket, if you please,
and everyone of them for every $100 ad-
ditional increase in exemption would
get $60 reduction in tax. On the other
hand, across the street is some little fel-
low who barely comes under the gavel
of the tax collector. He will get $20 if
you increase the exemption by $100.
So you are doing this for the big fellow,
for the rich fellow. It is as easy as that.
Giving an increase in exemptions will
not solve the problem which confronts
the country in this day of peace, a day
which must be continued. ¥You all real-
ize that these people about whom we
are talking who would allegedly benefit
if we increase the exemption are your
neighbors and mine; they are the young
men and women with whom we went to
school, with whom we played, with whom
we graduated from high school and pos-
sibly college. They are smart, just as
smart as we are. They are the ones
whom you seek to attract to your side
by way of a promise you will give them
$20 a year, and thereby solve what un-
employment there is and solve the prob-
lem of peacetime employment. That is
for $20 a year. In fact, it is 40 cents a
week.

These people back home who are
watching what we do today are not in-
terested in that 40 cents a week. It is
peanuts to them. Oh, I know you will
point out that it will buy two loaves of
bread, perhaps, or you will say it will
buy a pack of cigarettes or a little bit
more; therefore you will say I am keep-
ing that individual from having those
loaves of bread or that pack of ciga-
rettes. But that is not the point. Those
people back home do not want that.
They want jobs; they want regular jobs.
They know if the money which is saved
by this bill goes into the right hands it
will be invested and provide jobs for
more workingmen. It has been pointed
out here that for every man or woman
who has a job in the Nation today some-
body has invested $15,000 and if that
money is not invested by some person
who buys stocks or bonds there will not
be jobs for any of us. In that circum-
stance the Government itself will step
out, as we did in the thirties, and great-
ly increase the tax, inefficiently spend
the money to create jobs, jobs which
were not justified. That is what I fear,
if you do not recognize the fact that the
American people can spend their money
better than we can spend it for them.
By doing what we are going to do to-
day as a start, we can best insure and
assure to the American citizen perma-
nent employment and peace.

Mr. LYLE. Mr. Chairman, will the
gentleman yield?

Mr. SIMPSON of Pennsylvania., I
yield to the gentleman from Texas.

Mr. LYLE. The gentleman has been
kind enough to help me try to under-
stand some of the provisions of the bill.
It provides, I believe in section 613, for
a 15-percent depletion allowance for
chemical-grade limestone, metallurgical-
grade limestock, rock asphalf, and cer-
tain other minerals. Subsequently in
another paragraph it provides a 15-
percent depletion allowable for certain
other minerals, which are not specified,
but it is stated that they shall have only
a 5-percent depletion allowable if used
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in certain specified ways. The report
says, however, that the rates designated
for the minerals specifically provided for
in this subsection shall apply regardless
of the use to which such minerals are
put. That has always been the intent
of the Congress as to metallurgical- and
chemical-grade limestone?

Mr. SIMPSON of Pennsylvania, Ac-
cording to my understanding, that is
exactly right, that those specified metal-
lurgical or chemical limestones shall
have the depletion allowable of 15 per-
cent regardless of how used.

Mr. LYLE. And that has always been
and is the intent of the Congress?

Mr. SIMPSON of Pennsylvania. That
has been my understanding and I have
not heard it contradicted in the Ways
and Means Committee or in the Congress
itself.

Mr. LYLE. I thank the gentleman.

Mr. SIMPSON of Pennsylvania. Mr.
Chairman, I call upon the Members of
this body to give this legislation their
full support. In doing so you will, in
my opinion, best make it possible for
your fellow citizens to continue em-
ployment.

Mr. COOPER. Mr. Chairman, I yield
5 minutes to the gentleman from Mas-
sachusetts [Mr. McCorMACK].

Mr. McCORMACK. Mr. Chairman,
we have listened to Member after Mem-
ber on the Republican side take the floor
today, and I presume some of them did
yesterday while I was home celebrating
St. Patrick’s Day, and say that this is a
tax-revision bill.

Well, I have before me the Recorp of
March 17, on page 3448 of which the dis-
tinguished gentleman from Indiana [Mr.
HavLreck], majority leader of the House
had this to say:

Mr. Chairman, today and tomorrow the
House debates another major step toward
providing the American people with the
largest tax-cutting program in the Nation's
history.

I never thought that tax cutting was
the same as tax revision. I think the
gentleman from Indiana [Mr. HALLECK],
the majority leader, by that statement
concedes what we Democrats have con-
sistently stated, that this is a tax reduc-
tion bill.

My friend, the gentleman from Penn-
sylvania [Mr. SimpsoN] during his re-
marks said that this is a good bill, a good
law, yet it gives to those with unearned
income from dividend sources a decided
advantage over the American who goes
out and earns his income with his hands
or with his or her brains. That is inde-
fensible. To me it is not only legalisti-
cally wrong, but it is morally wrong to
give to the person with the unearned
income from dividend sources in some
cases a 300 percent tax advantage over
other Americans making the same in-
come but making their income as a re-
sult of earning it either by working with
their hands or working with their
brains. My friend from Pennsylvania
also said that the people at home want
a job, a regular job. I thoroughly agree
with him, and we Democrats are making
the fight that we are to try to give them
a regular job. There are close to 4 mil-
lion people unemployed today. That does.
not include those out of employment for
a period of 30 days, where the factory or
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the plant closes down for a week or 10
days up to 30 days. That does not
take into consideration the reduced in-
come by reason of wiping out overtime
pay and the reduced hours per week
that exist now throughout the country
among those who are still employed.
So we Democrats are trying by our mo-
tion to recommit to restore to the peo-
ple or to give to the people purchasing
power to stop further recession, to bring
back prosperity, and to give to those un-
employed the jobs they seek.

Mr. Chairman, I have heard the argu-
ment advanced about politics being at-
tached to the Democratic Party in the
motion to recommit. What about the
politics of last week by the Republican
leadership when they cut excise taxes
$912 million more than President Eisen-
hower wanted? I have also heard the
argument advanced about a further
deficit of one billion three or four hun-
dred million if the Democratic motion
to recommit is carried. Why, my dear
friend, the gentleman from New York
[Mr. Reep], whom I have great affec-
tion for, and he knows it, reported out
the bill that passed this House last week
that cut excise taxes $912 million be-
low what President Eisenhower recom-
mended. And I did not hear the Pres-
ident argue very much against that,
except one of those two-way streets, two-
way talks about a little slap on the wrist,
that you have got to take the good with
the bad or something of that kind.

The Boston Post, which is a mighty
good newspaper, despite its error in 1952
in supporting President Eisenhower, only
the other day in an editorial, in part,
said:

Tax reductions to restore purchasing power
of the masses of the people and to give added
incentives to investors are necessary.

That is from a paper that supported
President Eisenhower. The Post also
in the same editorial said:

The need is for tax rellef at the very base
of the tax structure and the Democrats have
drawn together to provide that relief,

There is a clear, sharply cut issue
here; whether or not the Members of
the House are going to vote for the
trickling-down policy, whether or not
there are enough independent Repub-
licans who will vote against that policy.
It is a question of the trickling-down
policy on the one side and the poliey of
the Democratic Party of helping the peo-
ple generally, on the other side; of start-
ing at the base rather than starting at
the upper levels. That is a clear-cut is-
sue which cannot be denied. When we
vote in a comparatively short time, that
is going to be the issue. From my ex-
periences with the trickling-down poli-
cies of the Republican Party, in past
years, I should say that very little has
trickled down to the people.

I know that pressure has been brought
upon my Republican colleagues. I am
not going to comment harshly upon that.
But if there were a Democratic President
and the same kind of pressure were being
exerted upon the Democrats, the Re-
publicans would be “hollering” to the
high skies.

‘While there are provisions of the pend-
ing tax bill that I favor and support, if
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the motion to recommit is defeated, be-
cause of the inequitableness of the bill
from an overall angle, I cannot in con-
science vote for its passage.

I hope that the sound policy of the
Democratic Party in the people’s in-
terests will be supported by a majority
of the Members of the House today.

[From the Boston (Mass.) Post]
TAXES AND RECESSION

At Worcester on October 22, 1852, Presi-
dent Eisenhower expressed his conviction
that taxes were too high and reflected not
only necessary Federal expenditures but
also the added cost of waste, inefficiency,
duplication, and corruption. k

He was campaigning for office at that time.
The balanced budget became the objective
toward which the Treasury and the Bureau
of the Budget would be directed to bend all
their fiscal energies, while President Eisen-
hower went after waste, inefficiency, du-
plication, and corruption.

Indeed, the balanced budget achieved an
almost idolatrous place in the doctrinaire
fiscal policies of the administration, come
what may. When the economic facts of life
refused to conform to that policy, the ini-
tiative passed to the Democrats, who now
press for tax relief for the great masses of
the people.

The time for such tax relief as the pro-
posal of Senator GEORGE: would give is now—
before the symptoms of economic distress
become more severe. The lesson should have
been learned during the great depression
of the 1930’s, which demonstrated that ef-
forts to balance the budget when production
is declining only aggravate the economic
weakness.

Tax reductions to restore the purchasing
power of the mass of people and to give
added incentives to investors are necessary.
These should be substantial relief measures.

The tight money policy imposed by the
administration over a year ago has been
eased for reasons quite opposite to a threat-
ened recession. The money policies were
eased to control inflation, although it has
had a beneficial effect on the faltering econ-
omy. The depreciation allowances proposed
by the administration are not enough, and
affords no immediate relief to the great mass
of taxpayers.

The clank of cash registers in the Treasury
and the Bureau of the Budget is very de-
ceptive music. It is the tempo of cash reg-
isters ringing up sales in hundreds of thou-
sands of retail outlets all over the Nation
which should be heeded.

It is rather late for a reappraisal of that
unquestioned leadership which the White
House spokesman attributed to the Presi-
dent. It is late for the administration to
revise its estimates of the Nation's economic
needs.

The need is for tax relief at the very base
of the tax structure, and Democrats have
drawn together to provide that relief. There
will be sneering references to pump prim-
ing and vote snaring in the debate on this
issue, but there is also the lingering memory
of the “me-tooism” of the Republican Party
through the years.

Mr. REED of New York. Mr. Chair-
man, I yield 2 minutes to the gentleman
from Iowa [Mr. MARTIN].

Mr. MARTIN of Iowa. Mr. Chair-
man, I spoke yesterday on the general
provisions of this bill but did not have
time to take up the matter of double
taxation of dividends.

Mr. Chairman, the committee bill,
which has been endorsed by President
Eisenhower, has been described by those
on the other side of the aisle as a bill
to provide tax relief for the rich at the
expense of the average taxpayer. I
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would not have supported this bill if I
believed that it would operate in that
manner.

For almost 20 years our tax laws have
been devised to punish success rather
than to raise revenue. The time has
come when it must be quite obvious to
the average taxpayer that the expenses
of this Government cannot be met by
taxing a few. Our tax laws must
now be designed to raise the maximum
revenue in the fairest possible manner.
We can no longer afford the luxury of
foregoing billions in revenue to attempt
to make some of our people believe that
the so-called rich are going to pay all
the taxes.

Double taxation of dividends on cor-
poration stock causes many people to
invest their funds in tax-exempt bonds
rather than invest them as risk capital.
It has also caused corporations to turn
to bonded indebtedness rather than
common stock to keep their business go-
ing even though heavily bonded indebt-
edness makes any business organization
especially vulnerable to adversity when
their continued operation is most im-
portant.

I have made a special study of the
proposal in H. R. 8300 to reduce the
double taxation to some extent. My
sole purpose is to point out the opera-
tion of this provision in the bill in mak-
ing it easier for business and industry
to secure risk capital that will help them
to keep going whenever adversity may
strike.

It has been alleged that this bill favors
a limited group of taxpayers in that it
provides partial relief from the double
taxation of dividends. Mr. Chairman,
the so-called rich do not need this bill.
They have been able to invest in tax-
exempt bonds whose average yield, early
in March, was about 2%; percent. Those
who are fortunate enough to have great
wealth, which in many cases has been
inherited, are not concerned with what
we do on the floor of the House in the
consideration of this bill. They were not
concerned when we raised taxes to pay
the costs of World War II or for the fight-
ing in Korea. They have invested their
money in tax-exempt bonds, they have
no worries about income taxes on March
15, and the rest of us must assume their
share of the burden of government.

The committee’s purpose in incorpo-
rating a provision in this bill, which
would ultimately give a credit against
personal income taxes of 10 percent of
the amount of dividends received, has
been to induce those who are now paying
no taxes to share the cost of Government
with the rest of us. Furthermore, it is
essential if we are to preserve a competi-
tive free enterprise economy, that new
businesses can be started and that ven-
ture capital may be available to those
individuals who can provide the new
ideas and methods which will keep our
economy dynamic.

For many years new offerings of com-
mon stocks have been few and far be-
tween. Capital has been raised through
bank loans and the sale of bonds. It is
our purpose to correct this imbalance
and encourage equity financing.

Mr. Chairman, before a corporation
can pay $1 in dividends it must first earn
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$2 08 so that it can pay the Federal Gov-
ernment $1.08, under the present cor=-
porate tax rate of 52 percent. The Fed-
eral Government is now the senior part-
ner in every corporate enterprise—yet
private individuals seeking gain must
first be induced to invest their capital
in equity securities before the Govern-
ment can hope to receive its share. If
this bill will induce individuals to invest
more of their funds in common stocks,
the Government will receive the major
share of such investment. The Treasury
has everything to gain and very little
to lose by fostering equity investments.
Every dollar which a corporation pays
in interest for borrowed money, rather
than as a profit to its equity owners, pro-
duces no corporate income-tax revenue.

For an individual to receive $10,000 in
dividends, the corporation must first
earn $20,833. Of this amount, the cor-
poration income tax accounts for $10,833.
A single individual with a $10,000 taxable
income derived entirely from dividends
and making no provision for deductions
or exemptions, now pays a personal in-
come tax of $2,640. The Federal Gov-
ernment, in other words, will collect $13,-
473 in taxes from the investment which
made the payment of these dividends
possible. The individual retains $7,360
of the $20,833, which the corporation
earned.

It is the committee’s opinion that a
retention of $7,360 to the individual is
not sufficiently attractive to induce him
to assume the risks of earning $20,833 in
a new venture. If many people have
come to this conclusion, the Government
has lost billions of dollars in potential tax
collections and it is my belief that this is
the case. In fact, the reason that there
are so few common stockho'ders is be-
cause of these facts, yet, if free enterprise
is to be our way of life a far greater num-
ber of our citizens should have a stake in
American industry. Mr. Chairman, this
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is not a matter of tax evasion. No one
has to buy common stocks.

This bill will ultimately reduce the
Government’s potential income on such
an investment from $13,473 to $12,473, a
decline of $1,000. But if this income is
to come from new investments, it is only
a potential loss. We are actually en-
hancing the Government’s income if we
collect the $12,473, rather than taking
nothing.

Now, let me examine the situation for
a single individual receiving hi. entire
income of $100,000 from dividends, with
ng provision for any deductions or ex-
emptions. In order that the investor
may receive $100,000 in dividends, the
corporation must first earn $208,333.
The corporate income tax will account
for $108,333. Assuming that the re-
mainder of the earnings are paid as a
dividend, this will give the investor $100,-
000. Under existing law he will pay $67,-
320 as a personal income tax. The Gov-
ernment’s share from the fruits of this
investment would be $175,653, leaving
the individual with $32,680. The com-
mittee’s bill would reduce the Govern-
ment's potential tax yield by $10,000 so
that the Government would receive
$165,653, and the individual would retain
$42,680.

Mr, Chairman, I have obtained unan-
imous consent to insert at this point a
table which I have prepared which I be-
lieve is of general interest. It shows the
corporate earnings before taxes required
to pay dividends of varying amounts, the
personal tax in each tax bracket under
the present law, and the total tax take
and the investor’s retention from an in-
vestment in each bracket. It also shows
the total tax take derived from the com-
bination of corporate and personal taxes
and the amount retained by the investor
under H. R. 8300 after July 31, 1955,
when the full relief provided by the bill
will be effective.

TasLE No. 1,.—Comparison of Government and individual returns from an equity investment
under present law and under H. R. 8300

Under present law Under H. R. 8300
Taxable Income derfved en- | Corporate
giirelg from o&mtnou stock eamh::s o AFnount % A;nolmt
vidend oallowanes |bef xes| Corpo- of earn- per- of earn-
for deduetions or personal | necessary rate Pif‘rc?;:] Frsggaril ines re- | cent div. FISE,‘::] ings re-
exemptionst to pay div- [ income oy tix tained idend o tained
idend with tax? by indi- | credit? by indi-
no retained vidual vidual
earnings
T e s I $4, 167 $2, 167 $400 $2, 567 $1, 600 $200 $2, 367 $1, 800
$4,000. ... L 8, 333 4,333 840 6,173 8, 160 400 4. 773 3, D
$6,000. 12, 500 6, 500 1, 360 T 4, 610 600 7, 260 b, 240
000 16, 667 8, 667 1, 960 10, 627 6, 040 800 9, 827 6, 840
£10,000....._. , 833 10, 833 2, 640 13,473 7, 360 1. 000 12,473 8, 360
$12,000.... 5, 000 13, 000 8, 400 16, 400 8, 600 1, 200 15, 200 9, 800
$14,000. 20, 167 15, 167 4, 260 19, 427 9, 740 1, 400 18, 027 11, 140
$16,000. 33, 333 17, 333 5. 200 22, 533 10, 800 1, 600 20, 933 12, 400
$18,000.. 37, 500 18, 500 6, 200 25, 700 11, 800 1, 80D 23, 900 13, 600
$20,000.. 41, 667 21, 667 7, 260 28, 927 12, 740 2, 000 26, 927 14, 740
$22,000. 45, 833 23, 833 B, 380 42,213 13, 620 2, 200 80, 013 15, 820
$26,000. b4, 167 28, 167 10, 740 38, 907 15, 260 2, 600 36, 307 17, 860
$32,000. 66, 667 34, 667 14, 460 49,127 17, 540 3, 200 45, 927 20, 740
£38,000. 79. 167 41, 167 18, 360 59, 527 9, 640 3, 800 85, 727 23, 40
SHL000. ol 91, 667 47, 667 22, 500 70, 167 21, 500 4, 400 65, T67 25, 900
£50,000. 104, 166 b4, 166 26, 820 80, 986 180 &, 000 75, 086 28, 180
$60,000. 125, 000 65, 000 34, 320 99, 320 25, 680 6, 000 93, 320 31, 630
£70,000 145, B33 75,833 42,120 | 117,053 27, 880 7, 000 110, 853 34, BRO
$80,000_ 166, 666 86, 666 50, 220 136, 886 29, 780 8, 000 128, 886 387. 780
$00,000 187, 500 97, 500 58,620 | 156,120 81, 380 9,000 | 147,120 40, 380
00000 s e 333 | 108,333 67,320 | 175, 653 32, 680 10,000 | 165, 653 42, 630
$150,000 812,500 | 162,500 | 111,820 | 274.320 31, 180 15,000 | 258, 320 53, 180
£200,000. 416,666 | 216,666 | 156,820 | 373,486 43, 180 20,000 | 353, 486 63, 180

1 It is assumed that such deductions and exemptions equal the amount of income other than dividends.
2 Corﬂgmw marginal rate of 52 percent in these computations,

# In the interest of simplicity the $100 exclusion is
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Again let me emphasize that industry
needs equity capital to provide for a bal=
anced growth and development. If we
are to continue to increase our produc-
tivity, which is necessary to raise living
standards and wages, the capital invest-
ment per worker must continue to in-
crease. These funds can be derived from
the sale of common stock if we foster
such investments through this bill, or
they can be derived through bond issues
which yield the Government no corpo-
rate tax revenues. Bonded debt is un-
desirable for other reasons.

Henry C. Simons is quoted in Produc-
tion, Jobs, and Taxes, a CED publica-
tion, as follows:

Heavy fixed (or floating) debt is obviously
undesirable for the single enterprise in an
unstable economy or industry. Any tempo-
rary adversity is likely to produce insolvency
with grave losses not only for the stockhold-
ers but also for senior securities and the
enterprise as a whole, through the great costs
of reorganization and the inevitable disturb-
ances of operations and business relations
which insolvency involves. Moreover, even
if technical insolvency and reorganization
are avoided, the enterprise and the whole
economy may gravely be damaged by the
practices necessary in avoiding it. Thus
physical properties may be abused merely to
prolong technical, legal solvency, to avoid
definitive squeezing out of shareholders,
management, or “control” in bankruptcy or
reorganization, and thus to gamble (with
nothing to lose) on remotely favorable con-
tingencies. The physical plant may thus be
bled white to meet current obligations, espe-
cially interest payment and bond maturities,
in the pursuit of mere liquidity.

These things are doubtless widely under-
stood. What is less clearly apprehended is
the aggravated instability of the whole econ-
omy, and the obstacle to deliberate monetary
stabilization, which corporate debt struc-
tures produce in their aggregate. It should
be obvious what desperate and frantic strug-
gles for corporate liquidity mean in total
where the economy has slipped into general
recession which, debt structures apart, might
prove innocuous and shortlived. They may
well mean the difference between a mild re-
cession and a precipitous, catastrophic
deflation.

Mr. Chairman, what Mr. Simons said
some years ago is just as true today.

Let me again emphasize that the so-
called rich are not worrying about this
bill. They have invested in tax-exempt
securities. I have obtained unanimous
consent to insert at this point in the
Recorp table No. 2, showing the percent
of corporate earnings before taxes and
of dividends paid which may be retained
by an individual investor whose entire
income is derived from dividends under
present law and under H. R. 8300. This
table shows that the investor receiving
$10,000 in dividends under present law
retains 35.3 percent of the corporate
earnings before taxes and 73.6 percent
of the dividends paid him. Under H. R.
8300, he will retain 40.1 percent of the
corporate earnings before taxes and 83.6
percent of the dividends paid to him.
The investor receiving $100,000 in divi=
dends now retains 15.7 percent of the
corporate earnings before taxes and 32.7
percent of the dividends paid to him.
Under H. R. 8300, he would retain 20.5
percent of the corporate earnings before
taxes and 42.7 percent of the dividends
paid to him. Mr. Chairman, I say that
this relief is necessary as the Govern-
ment is losing billions of dollars in tax
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revenue as individuals, under present
law, exercise their perfectly proper and
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legal alternative by placing their money
in tax-exempt securities.

’I'A BLE No. 2.—Percent of earnings and dividends ret d by individual under present law
and under H. R. 8300
Under present law Under H. R. 8300
Taxable income derived en- | Corporate
tirely from common stock earnings Pereent of Pereent of
dividends. No allowance | before taxes | Amountof | fotalearn- | Percentof | totalcarn- | Percent of
for deducti or p 1 v earnings ings of dividends ings of dividends
exemptions } to pay divi- | retained b corporation | retained b corporation mwuedutg
dend with individ retainndulx individ retained by | individi
no retained individ individual
earnings

$4, 167 $1, 600 38.4 80.0 43.2 ﬁ 0
8 333 3,160 37.9 79.0 42.7 L0
12, 500 4, 640 371 7.3 419 87.3
16, 667 6, 040 36.2 75.5 41.0 85.5
20, £33 7,360 85.3 73.6 40.1 83.6

25, 000 8, 600 3.4 Ty 3.2 81.7
20, 167 9, 740 3.4 6.6 38.2 79.6
33,333 10, 800 324 67.5 37.2 7.5
37, 500 11, 800 3.5 65.6 36. 3 5.6
41, 667 12, 740 30.6 63.7 ab. 4 73.7
. 45,833 13, 620 29.7 6.9 34.5 719
54, 167 15, 260 28.2 88.7 33.0 68.7
66, 667 17, 540 2.3 5.8 311 4.8
79, 167 19, 640 248 8.7 2.6 6L.7
o1, 667 21, 500 2.5 48.9 28.3 58.9
104, 166 23, 180 2.3 46. 4 27.1 56. 4
125, 000 25, 680 20.5 42.8 25.3 52.8
146, B33 27, BS0 19. 1 39.8 23.9 49.8
166, 666 29, 780 17.9 37.2 217 47.2
187, 500 31, 380 16.7 9 N5 44.9
208, 333 32, 680 15.7 2.7 2.5 42.7
312, 500 38, 180 12.2 25.5 17.0 355
416, 666 43, 180 10. 4 2.6 15.2 3L 6

1 It is assumed that such deductions and exemptions equal the amount of income other than dividends,

To obtain the 2.33 percent net yield
after taxes, which is the present yield
on tax-exempt bonds, the $10,000 divi-
dend would have fo represent an earn-
ings return before taxes of 6.6 percent
and a dividend yield of 3.17 percent.
The individual receiving $100,000 in divi-
dends would need an earnings return of
14 .84 percent before taxes and a dividend
rate of 7.13 percent in order to have an
investment as attractive as a tax-exempt
bond. Needless to say, corporate invest-
ments have risks and hazards which do
not ordinarily accompany tax-exempt
bonds. Mr. Chairman, I have obtained
unanimous consent to insert tables 3 and
4 in the Recorp at this point. Table 3
shows the percent of earnings on an in-
vestment before taxes to yield a net re-
turn to an individual of 2.33 percent
in the respective income-tax brackets.
Table 4 shows the rate of dividend re-
quired in each of these brackets to give
a net yield after taxes of 2.33 percent to
the individual.

TaBLE 8.—Percent earnings on investment

before taxes to yield 2.33 percent net to
individual

Taxable income derived entirely

: Under Under
from common stock dividends.
No allowance for deductions or prlgsent %tlg
personal exemptions? i
ﬁ.m 6.1 5.4
,000 8.2 b5
§6,000. 3 6.3 5.6
6.4 5.7
0,000 6.6 58
$14,000 70 &1
o ]
£20,000. 7.6 6.6
A 7.9 6.8
£26,000 8.3 1
$32,000 B0 7.5
$38,000 9.4 7.9
£44,000. . 2, 9.9 8.2
£50,000 10.5 &6
$60,000 11. 4 9.2
$0000 .. __. 12.2 9.8
,000 13.0 10.3
$90,000 14.0 10.8

1 It is assumed that such deduoetions and exemptions
equal the amount of income other than dividends.

TaBrLE 3.—Percent earnings on investment
before tazes to yield 2.33 percent net to

individual—Continued
Taxable income derived entirely
from common stock dividends. Undgrt ‘lém}:r
No allowanee for deductions or prﬁse e
personal exemptions w
$100,000 14.8 11.4
£150,000 19.1 1.7
$200,000. 2.4 15.3

TasLE 4.—Yield required on dividends paid
to give 2.33 percent to individual

Taxable income derived entirely

: Under | Under
from common stock dividends.
No allowance for deductions or WE;“‘ 1}’0%

personal exemptions !

BFﬂ????PPPFP”FWW?”?PPP?
WO ADENNSE~-IRNM bR =D
ST o0 o e e g it 53 P2 3 60 50 00 B0 13 10 10 13 33 13 b
F- TR A - ST T =T - =T R R R T )

L1t is assumed that such deductions and exemptions
equal the amount of income other than dividends.

No, Mr. Chairman, this is not a tax
relief bill for the rich. It is a measure
which will increase equity investments
and thereby increase Federal revenues
through the operation of a combined
corporate and personal income tax. It
is a measure which will insure the cap-
ital to maintain a dynamic economy. It
to provide equity invest-
ments so that our economic structure
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will be more stable and less subject to
failure should a recession take place. It
is a measure which will encourage the
new businesses which must appeal to in-
vestors with substantial means and who
must have some hope of securing a yield
after taxes commensurate with the risk
in investing in new business. It is a
measure which will provide employment
in the construction and capital goods
industries, as it will encourage invest-
ment in new facilities and moderniza-
tion. It is a measure which will provide
higher wages for labor. Many present
labor-management confracts include
provisions for annual productivity wage
increase. These increases can only be
paid if the productivity of the economy
continues to advance. This requires a
balanced flow of new capital investment
which the pending measure will foster.
Finally, it will increase the revenues of
the Treasury so that a general tax re-
duction through a revision of rates may
ultimately be effected while maintain-
ing a balanced budget. This is a sound
approach to the Government’s revenue
needs.

Mr, REED of New York. Mr. Chair-
man, I yield 10 minutes to the gentleman
from Michigan [Mr. Exox].

Mr. KNOX. Mr. Chairman, in a very
short time we the Congress are going
to vote on this very important measure.
I fully realize there is going to be a vote
taken on the motion to recommit. I am
going to oppose that motion. The rea-
son I shall oppose it is that I have a son
who has a wonderful wife and four won-
derful children. I am going to meet my
responsibility today because I know my
son would want me to meet it. He wants
to meet the responsibility that is his
today, and not pass it on to his children,
my grandchildren.

One of the outstanding features of this
bill is the effectiveness with which it
meets the major tax problems of small
business. A tax revision bill to encour=
age initiative and create jobs must nec-
essarily face up to these problems, for
small business is the cornerstone of the
American economy. That is exactly
what the carefully developed relief and
incentive provisions of the bill have
done. In this respect the bill reflects
the vital and constructive interest which
the present administration has shown in
encouraging small business as an essen-
tial element in the balanced economic
development of the Nation. In his first
state of the Union message in which
President Eisenhower first discussed the
tax revision program which has taken
shape in the present bill, he stated:

We must develop a system of taxation
which will impose the least possible ob-
stacle to the dynamic growth of the country.
This includes particularly real opportunity
for the growth of small business. Many re-
adjustments in existing taxes will be neces-
sary to serve these objectives and also to
remove existing Inequities. Clarification
and simplification in the tax laws * * *
will be undertaken.

The bill accomplishes in large measure
the basic objectives to encourage small
business, remove restraints on initiative
and incentive which are particularly
burdensome on small business, and cre=
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ate the kind of tax environment in which
small business can survive and flourish.
For years exhaustive study has been
given both inside and outside the Con-
gress to the tax problems and difficulties
that beset small business. For years lip
service has been given to the need for
constructive action in this area. Now
for the first time we have specific con-
crete measures to correct the situation.
A canvass of the major complaints and
criticisms that have been expressed by
small business and its representatives in
the past decade indicates that those as-
pects of the tax laws which were of great
concern to small business include, first,
the inadequacy of depreciation allow-
ances; second, the stringency of the ex-
isting section 102 surtax on surplus ac-
cumulations; third, existing limitations
on the net operating loss deductions;
fourth, the treatment of research and
development expenditures; fifth, the rig-
orousness and uncertainty of the tax
treatment of the reeapitalization and re-
organization of small business; sixth,
problems of estate tax payment; and
seventh, the need for clarification and
simplification of tax laws and proce-
dures. The double taxation of dividend
income, while a fundamental problem
in the structure of our tax laws, has also
raised special problems for small busi-
nesses which seek to expand since it has
made it especially difficult to sell shares

of stock.
Each in this formidable list of problem
L_areas is squarely dealt with in the bill.

DEPRECIATION

One of the most constructive steps
taken in the bill to reduce obstacles to
== investment is its improved treatment of
depreciation in computing taxable in-
come. Under the proposed declining-
balance method at rates double the cor-
responding straight-line rate, invest-
ment in all types of new depreciable
assets, including the industrial and com-
mereial buildings and equipment which
comprise the fixed assets of small busi-
ness, may be recovered at a much faster
rate. Under the proposed treatment,
over 40 percent of the cost of new prop-
erty may be written off in the first quar-
ter and approximately two-thirds of the
cost in the first half of its life.

‘While the depreciation allowance is es-
sentially a matter of timing of deduc-
tions, the speed of tax-free recovery of
cost is of particular importance to small
business because of its greater risk, its
need for working capital, and its limited
ability to borrow. More rapid recovery
of capital will give small business im-
portant tax dollars in the years in which
the new property is producing its great-
est revenue. These tax savings will in-
crease the liquid assets and the working
capital position of the business which will
be used to reinvest or pay off loans. In
many cases, the ability to retire indebt-
edness over a relatively short period of
time may be the factor which makes the
loan possible. The proposed deprecia-
tion provisions providing a 10-percent
leeway in the determination of service
life and related administrative provisions
will be of major interest to small busi-
ness in removing sources of fruitless con-
troversy to which small business has
been particularly vulnerable,
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BECTION 102 TAX ON SURPLUS ACCUMULATIONS

For many years small business has
voiced its complaints about the harsh
aspects of the present rules concerning
the taxation of corporate surplus accu-
mulations. Controversies over the ap-
plication of the section 102 tax have
particularly affected small business re-
taining earnings in liguid form for fu-
ture use. The small business whose prof-
its do not permit the immediate under-
taking of a building or expansion pro-
gram but require gradual accumulation
for future needs has been particularly
hard hit. The large and profitable con-
cern, even though closely held, has been
in better position to make current ex-
penditures and thus avoid the so-called
immediacy test which makes it difficult
for the small business to accumulate
earnings for sizable expansion projects.

The provisions of the bill in this area
will remove the fears and uncertainties
which have retarded small business ex-
pansion, caused premature or unwise in-
vestment, and prevented the accumula-
tion of adequate liquid reserves.

The bill provides that the first $30,000
of retained earnings is not in any case
to be considered excessive or subject to
penalty tax. Amounts retained in ex-
cess of $30,000 need not be reinvested
immediately. Where a business submits
a statement indicating reasons for re-
taining earnings, the burden of proving
that the accumulation is unreasonable
will be upon the Government. These
changes will permit the management of
a small business needed freedom in de=
termining investment policy.

NET OPERATING LOSS DEDUCTIONS

Small business has a particular inter-
est in the tax treatment of spotty and
irregular earnings. Present law provides
for a 1l-year carryback and a 5-year
carryforward of net operating loss as an
offset against taxable income of other
yvears. The bill would extend the period
for the carryback to 2 years, thus pro=-
viding a total span of 8 years for ab-
sorbing a loss. The additional year for
the carryback not only gives greater as-
surance of offset of losses but also speeds
up the tax relief in many cases by
making it available in the year the loss
occurs. This will mean the refund will
be made when the money is most needed,
rather than require the business to wait
until it can carry forward the loss to
some future year when profits arise.
Both these features will be of particular
value to small businesses with fluctuat-
ing income and limited financial reserves
to tide over a period of losses.

RESEARCH AND EXPERIMENTAL EXPENDITURES

Research and development expendi-
tures are often necessary for the success
of small growing businesses. Many
small businesses have been at a disad-
vantage because of uncertainties con-
cerning the deductibility of research and
experimental expenditures, particularly
those which are not a part of a regular
research and development budget. To
eliminate uncertainties and encourage
research and experimental activity, the
bill provides that expenditures for these
purposes may at the option of the tax-
payer be treated as deductible expenses.
The bill also provides that a taxpayer
may elect to capitalize such expenditures
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and may write them off over a period of
nnt less than 60 months beginning with
the month in which benefits are first
realized. These provisions will assure
small business tax benefit from expendi-
tures whether they expense them as in-
curred or amortize them as benefits ac-
Crue.
ACCOUNTING PROVISIONS

Those provisions of the bill which bring
tax accounting into closer harmony with
general business accounting will be of
real benefit to small business. Differ=
ences between tax and business account-
ing practices in the definition of income
have often made it necessary for business
to keep two sets of books, a necessity
which is particularly burdensome to the
small-business man.

The bill will conform tax accounting
wherever feasible to the accounting sys-
tem generally used in a taxpayer's trade
or business. These provisions will apply
to both proprietorships and partnerships
as well as corporations. Income will be
reported for tax purposes when earned
ir a business and deductions for expenses
will be allowed at the time proper under
the taxpayer’s method of accounting.
The expense, confusion, and possible du-
plication of reporting of income which
result under present law will, for the
most part, be eliminated.

CHANGES IN CAPITAL STRUCTURE

The bill recognizes that it is not
enough merely to facilitate the growth
of small businesses but that its con-
tinued independent existence is equally
important. In this connection it gives
specific needed attention to the problems
of financing estate tax liabilities and the
tax treatment of changes in the capital
structure of corporations which are nec-
essary when the owner of a business
seeks to withdraw his investment to give
his estate greater liguidity or effect a
transfer to a new generation of manage-
ment.

For years the rules governing the tax
treatment of recapitalization and partial
liguidation have been highly technieal,
rigorous, and uncertain. Many business
owners have preferred to sell out to a
large corporation with the consequent
extinction of the business as an inde-
pendent equity rather than run the
gauntlet of the tax laws in this area. To
deal with this problem the bill provides
that the issuance of preferred stock divi-
dends to holders of common stock would
be possible without subjecting such dis-
tributions to income tax. Other types
of recapitalization which would achieve
similar results could also be permitted
tax free. At the same time, certain
safeguards have been established to pre-
vent the use of such transactions to bail
out or siphon off corporation earnings
without payment of income tax. These
provisions will remove tax barriers to
needed financial rearrangements to fa-
cilitate new financing or bring in new
management. It should remove some
of the tax pressures which have encour-
aged the sale of small companies to
larger competitors.

REDEMPTION OF BTOCK TO PAY DEATH TAXES

The bill also broadens the present
provisions which permit the tax-free
redemption of stock in a corporation to
pay estate taxes if the stock represents
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35 percent or more of the gross estate
of the decedent. The purpose of this
provision is to avoid the forced sale or
liguidation of a business in order to pay
Federal estate taxes. The most impor-
tant addition is provision for the tax-
free liquidation of stock in two or more

corporctions if the decedent owned 75 «

percent or more of the stock of each.
The present provision is limited to
stockholdings in one corporation. The
Committee bill also extends the tax-free
liguidation privilege to cases where
such stockholdings comprise 50 percent
of the net estate, as well as 35 percent
of the gross estate provided by present
law. The bill also enlarges the amount
of tax-free redemption permissible to
include funeral and administrative ex-
penses and makes certain other techni-
cal changes.

These provisions remove a serious
hardship on a family whose principal
asset consists of stock in small corpor-
ations, which might otherwise have to
be sold or liguidated to pay death taxes.
Because of its limited market it is diffi-
cult to dispose of an interest in a closely
held corporation without undue sacri-
fice.

ELIMINATION OF DOUBLE TAXATION ON THE SALE
OF A BUSINESS

When a corporation now sells its busi-
ness the shareholders may be subject to
a double tax—one imposed on the corp-
oration at the time of sale and another
imposed on the shareholders when the
corporation is liguidated. Whether or
not such double taxation is imposed de-
pends on the form of the transactions,
and can be avoided only by careful plan-
ning. It therefore presents a trap for
the unwary or for the small business
which cannot afford expert legal advice.

The new bill eliminates such discrimi-
natory taxation by permitting the sale of
corporate assets and the distribution of
the proceeds without a tax at the cor-
porate level on any gain realized. Share-
holders, however, would be taxed at or-
dinary income tax rates or capital gains
rates, depencing on the character of the
assets sold. This provision removes
possible tax barriers to corporate trans-
actions which are of particular benefit
to small and growing businesses.

PARTNERSHIP PROVISIONS

Small businesses frequently operate
in the form of a partnership. The pres-
ent tax treatment of partnership trans-
actions is based for the most part on in-
consistent case law and Internal Revenue
rulings. It is uncertain and confused
on a number of vital points such as the
transfers of assets into and out of part-
nerships, sales of partnership interests,
noncash and distributions to partners,
et cetera.

‘The bill provides clear, rational, sim-
ple statutory rules for handling partner-
ship transactions. Businesses operating
as partnerships will be able to plan their
organization, operation, and distribu-
tions, with some certainty as to tax con-
sequences, The easily workable methods
outlined in the bill are important be-
cause many partners are taxpayers with
small incomes,

DOUEBLE TAXATION OF DIVIDENDS

The proposed relief from double taxa-
tion of dividends will make a direct con-
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tribution to the healthy growth of small
business. The present taxation of cor-
porate income once as earned by the
business and again as individual income
when paid as dividends has restricted
the market for shares of stock in com-
panies which need outside equity financ-
ing. With the market for equity shares
subject to this handicap, small business
has been driven to debt financing where
that was possible. In other cases where
borrowing was not possible for the small
business, it has meant no expansion ex-
cept from limited sources of retained
earnings. The proposed dividend-re-
ceived exclusion and credit under the
bill will make shareholding more attrac-
tive to investors and thus open up a vital
source of capital to small business.

CONCLUSION

This brief survey, while not exhaus-
tive, touches some of the highlights of
the bill as it affects small business.
Other features too numerous to mention
will also be of direct or indirect help to
the small businessman. For those who
have a sincere purpose in building the
kind of tax structure that small busi-
ness needs to survive and grow, this bill
provides a real opporfunity for concrete,
definite action. Such action is long
overdue. Small business has been able
to survive as well as it has in the past
decade only because of the unusual con-
ditions created in an inflationary econ-
omy under the forced draft of the post-
war backlog of demands and a rising
level of defense expenditures. As we
look to a future more stable peacetime
economy, we can no longer rely on this
kind of artificial and unhealthy stimu-
lus to keep small business alive and vig-
orous. Instead we must provide the
healthy conditions for growth, an impor-
tant part of which are the tax changes
affecting small business contained in
the bill.

Mr. REED of New York. Mr. Chair-
man, I yield 2 minutes to the gentleman
from California [Mr. Youncer].

Mr. YOUNGER. Mr. Chairman, as a
new Member it was difficult for me to
see why all the opposition from the right
to a tax-revision bill which I believe will
be a foremost work of the 83d Congress.
So I looked into the recent tax history
as made by the Congress:

A. No tax relief from 1932 to 1948,
when we had a Republican Congress.

B. Married-couple exemptions started
at $2,500 and were gradually whittled
away until they reached the low of $1,000.

C. Single exemptions declined in same
period from $1,000 to $500.

D. Treasury deficits every year.

What does this prove? That the pres-
ent minority during all the years they
were the majority made no effort to re-
duce taxes—you had a very consistent
tax policy of spend, spend, tax, tax, elect,
elect. There was nothing done for
either the little or big taxpayer, but
much was done to him. So now when a
tax-revision bill is introduced it is
natural and consistent that the minority
leadership should oppose it. Also, this
debate and vote will actually determine
who is supporting President Eisenhower.
Recently I received an editorial from a
Dallas, Tex., paper suggesting the nomi-
nation of President Eisenhower on the
Democratic ticket in 1956.
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You did the same thing in the second
session of the 80th Congress. Many of
the same objections, only then you
laughed at the raise of the $100 in the
exemptions and wanted it raised to $700.
But to your everlasting credit you did
not just pick out two features of the bill
and try to scuttle it but in your motion
tc recommit you struck out everything
after the enacting clause and substi-
tuted a new bill, thus giving the House
a real alternative, and be it said to your
further credit, 120 of you voted against
the bill after you lost the motion to re-
commit. There was not the scurry to
get on the record in favor as there was
the other day when you lost the recom-
mittal motion on the excise-tax. Ameri-
can's admire anyone who stands by his
convictions, but much of this debate
smacks of pure “demagoguery.” No re-
ductions for the little man—that is what
you said last week on the excise tax—but
$792 million of the reduction is outside
the fur and jewelry reductions. Consider
there are 40 million families, a saving of
$20 per family in such things as admis-
sions, handbags, toilet preparations,
electric-light bulbs, telephone calls, and
travel—a saving equal to your $100 in-
crease in exemptions.

In this bill every segment of our popu-
lation is benefited by some relief—in-
creased medical deductions, reduction in
annuities taxation, reduction in case of a
working child, retirement credits, dedue-
tions for carrying charges on installment
purchases, child-care expense for wid-
ows, reductions for farmers on conserva-«
tion expenditures, and depreciation on
new equipment, and many others.

Much has been said about which party,
helps the so-called small fellow—over
there on the right you claim all the
credit, but let us see just what has hap-
pened to the little man while the Demo-
crats were in control, and that is best il-
lustrated by what has happened to the
llig;;d assets of this group from 1946 to

In 1946, 24 percent of our people did
not have $100 or did not have any liquid
assets. Today 29 percent of them do not
have liquid assets.

Assets from $100 to $199: In 1946, 15
percent, now 16 percent.

Only 1 percent increase: But listen to
this: From $200 to $499, it dropped from
14 to 12 percent.

From $500 to $999 it dropped from 14
to 11 percent.

From $1,000 to $2,000 it dropped from
14 percent to 12 percent.

From $2,000 to $5,000 it dropped from
13 percent to 11 percent.

‘When you come to the $5,000 class you
find that there is an increase of from 4
to 5 percent. When you come to the
class from $10,000 of liquid assets along
up they have increased from 2 percent
to 4 percent.

Some of you, as thought, seem to have
an aversion to giving the corporation an
even break with its unincorporated com-
petitor. Look at this statement of the
Scott Paper Co.: Earnings in 1913 per
share, $8.40; income tax per share, $4.80;
net after taxes per share, $3.60; divi-
dends, $2.61 per share, which the holder
again pays—a tax at his highest bracket.
I cannot understand how you expect to
have an ever-increasing standard of liv-
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ing and high wages for the worker if you
do not give the corporation a break, be-
cause if the corporation has to have
enough left after taxes to pay the in-
crease.

Everyone in this House knows this is
a good bill, as will be evidenced by the
rush to get on record in favor of it if the
recommittal motion is defeated.

Mr. COOPER. Mr. Chairman, I yield
7 minutes to the gentleman from New
York [Mr. KEOGH].

Mr. KEOGH. Mr. Chairman, like
many who have preceded me, I shall not
undertake to discuss the techaical pro-
visions of the pending hill. They will
for a long time and at length be incor-
porated in the decisions that will ema-
nate from the tax and other courts of
the country. I should, however, like to
devote just a few moments to refer to an
obvious omission in the pending bill, an
omission that I might point up by read-
ing a few paragraphs from the very
learned decision of Mr. Justice Radish
in the mythical case of Haddock and
others against the Board of Inland Reve-
nue, written by A. P. Herbert, English
barrister and one-time member of the
House of Commons, in Mr. Herbert’s
Uncommon Law.

Mr, Justice Radish first sets forth the
issues in the case as follows:

The appellant in this case is a Mr, Albert
Haddock, a pertinacious litigant whom we
are always glad to see. And let me say that
it gives me pleasure to see the Commis-
sloners, so often and for such poor cause the
initiators of litigation, for once upon their
defense.

Mr. Haddock asks for a declaration that
he is, and has been for some years, entitled
to certain allowances or deductions for in-
come-tax purposes under the heading of (a)
expenses and (b) wear and tear of machin-
ery and plant; and on the assumption that
he is right he claims that a conslderable
sum Is owing to him in respect of past years
in which the Commissioners have refused
to grant him such allowances.

Mr. Haddock appears on behalf of the
whole body of authors, artists, and com-
posers, and the position of a large number
of creative brain-workers will be affected by
our decision.

His disposition of the wear and tear
issue appears then in the following
statement:

Next, as to wear and tear. One of the
constant disadvantages of the author's trade
is that he is a one-man business, at once
his own employer, designer, technician,
machine-minder, and machine. Once the
soap manufacturer has equipped and organ-
ized his factory he may relax; a week's holi-
day; a month's illness will not suspend the
output of his soap or the growth of his
income. But when the author stops, the
machine stops, and the output stops. He is
unable, on holiday, in sickness, or in age,
to depute his functions to any other person.
Here is one more reason why a hundred
pounds earned by the author should not be
treated and taxed on the same terms as a
hundred pounds accruing as profit to the
soap manufacturer. Yet, says Mr. Haddock,
since this is done, let it be done thoroughly
and logically. The author’s machinery and
plant are his brain and his physique, his
fund of inventiveness, his creative powers.
These are not inexhaustible; they are sel-
dom rested (for the reasons given above);
the strain upon them increases as the years
go by, and in some cases, I understand, is
aggravated by late hours and dissipation.
If it is proper for the soap manufacturer to
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be relleved in respect of the wear and tear
of his machinery and the renewal thereof
(which money can easily buy) how much
more consideration is owing to the delicate
and irreplaceable mechanism of the writer.

Under this head Mr. Haddock has repeat-
edly appealed for relief in respect of sums
expended on doctor's accounts, on sunlight
treatment, on nourishing foods and cham-
pagne, and upon necessary holidays at Monte
Carlo and Cowes. The Commissioners have
refused, and I find that they were wrong.

Under both heads, therefore, Mr. Haddock’s
appeal succeeds. He estimates that if his
expenses be properly calculated on the basis
already explained he has never yet made a
taxable profit; for at the end of every year
of his literary operations he has been a little
more in debt than the year before. In every
year, therefore, he has been wrongly assessed
and unlawfully taxed; and I order the Com-
missioners to reopen the accounts for the
past 7 years and repay to Mr. Haddock the
very large sums owing to him,

Mr. Chairman, Mr. Haddock’s plight is
the plight of every professional and self-
employed person in this country, the
great body of millions of people who
either cannot by law or who chose not
to operate under the corporate form of
business.

Pending legislation before the great
Ways and Means Committee embodied
in bills introduced by the gentleman
from Ohio [Mr. JENKINS], the gentleman
from Georgia [Mr. Camr], and the gen-
tleman from Alabama [Mr. Erriorrl,
would cure the obvious defects that are
apparent in our existing tax law and con-
tinued under this proposed revision bill,
affecting a body of 10 million people who
represent one of the most important seg-
ments of our American economy. I sin-
cerely trust, Mr. Chairman, that this leg=-
islation will soon be at the top of the
agenda of our great committee.

Mr. Chairman, meaning not to add to
the discomfort of the sponsors of the
pending bill, I think it fair that I remind
them that in October of 1952 in a very
strong and unequivocal statement the
then candidate, the present great Presi-
dent of the United States, endorsed the
principles of this legislation that would
forever correct the sad, sad plight of the
Mr. Haddocks of America, the men and
the women who deserve consideration in
their efforts to obtain legislation which
would permit them to set up restricted,
tax-deferred, voluntary retirement sys-
tems.

For the quotation from Justice Rad-
ish’s opinion, I am indebted to John
E. Laughlin, Jr., of Pennsylvania in his
article, “Tax Treatment of Retirement
Plans” which appeared in the National
Public Accountant, the organ of the Na-
tional Society of Public Accountants,
for November 1953.

Mr. COOPER. Mr, Chairman, I yield
5 minutes to the gentleman from
Georgia [Mr. LanaaM].

Mr. LANHAM. Mr. Chairman, I re-
gret very much that the gentleman from
Wisconsin [Mr. Byryes], chose to end
his speech today on such a low plane, and
that the gentleman from New Jersey
[Mr. Kean]l, charged the Democratic
Party with being in favor of an increase
in exemptions to try to buy the election
this fall. Let me say to the gentleman
from New Jersey that if things go along
as they are now, we are not going to
have to buy the election this fall, and

3555

let me say to the gentleman from Wis-
consin I am sure that the members of
the Democratic Party and even those
on your side who favor an increase in
exemptions are just as sincere and patri-
otic as you are in the advocacy of your
side of this problem. It is entirely out
of place, it seems to me, to charge that
there is only one reason for our spon-
sorship of this increase in exemptions
and to charge that it is pure politics.
I think it comes about from a basic dif-
ference in political philosophy. The
gentleman from Illinois [(Mr. Mason],
promised to talk to us about philosophy.
I did not know that he was a philosopher;
I knew he was a great statesman, but
I do not recall that he said anything
about philosophy or the Republican phi-
losophy of government. Most people re-
fer to it as the trickle-down theory of
economic and political philosophy. Well,
I think it is better to call it the feed-the-
big-bull philosophy, the idea being that
if you feed the big bull that he will blow
enough or he will push out enough food
for the heifer calves, the bull yearlings,
and the cows. The gentleman from
North Dakota [Mr. Burpick]l, knows
what I am talking about. Now, that is
your philosophy, and that is put in a
crude way, perhaps, but it states your
philosophy, and if you think that is right,
why, that is just fine. I think you are
wrong. It is the same philosophy that
Mr. Wilson stressed when he said what=
ever is good for General Motors is good
for the country. What he should have
said, and the Democratic philosophy is,
that whatever is good for the country
is good for General Motors.

Mr. Chairman, H. R. 8300, the tax-
revision bill now before the Committee
for consideration, is so voluminous and
technical that I, of course, would not
attempt to analyze it or express any
opinion about its technical provisions.
No doubt, many of these are wise and
should be adopted but there are certain
provisions which seem to me unwise at
the present time, If there were a dearth
of risk or investment capital and if pro=
duction had not already far outstripped
consumption, it might be wise to encour=-
age investment by reducing or eliminat-
ing the tax on dividends. Even here
I have a reservation because this would
reverse what used to be our income-tax
policy, that is the granting of an earned
income-tax credit. It has not been too
many years since a distinction was made
between earned income and income from
dividends and interest. It was the pol-
icy of our Government and, I think, a
wise one, to grant to a taxpayer an in-
come credit for the earned portion of
his income.

But, be that as it may, there is cer-
tainly now no dearth of risk and in-
vestment ecapital. The trouble in the
United States today is that we have pro-
duced more than the people are able to
buy. Hence the policy of the adminis-
tration which might be wise in a period
of prosperity is altogether wrong in the
emergency which faces us today. Un-
employment is mounting, much of our
productive capacity is idle and what we
should do now is to stimulate buying.
The reduction in excise taxes will help,
but our proposal that personal exemp-
tions be increased by $100, will do even
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more to stimulate buying. At the same
time, of course, it gives relief to those
taxpayers who need it most.

I do not think the Republican Party
can be criticized too much for its ad-
vocacy of this bill which, in spite of all
the denials that have been made, does
favor the large taxpayer and people of
the high-income brackets. For the Re-
publicans have done what they would
be expected to do because the funda-
mental and basic philosophy of your
party is, in such matters, to feed the big
bulls in the hope that some of the feed
the big bulls waste and blow from their
troughs will fall to the ground and be
eaten by the bull yearlings, the heifers,
and the cows. It is often referred to as
the trickle-down policy, but I think the
feed-the-big-bull policy is a more ap-
propriate designation of this mistaken
philosophy.

The Democratic Party, on the other
hand, has long believed and practiced
the philosophy of building a firm foun-
dation for prosperity by making it pos-
sible for the average citizen and our low=-
income groups to improve their situation
in life and to receive their fair share
of the products of our industrial system.

It used to be that the chief difference
between the Democratic Party and the
Republican Party was the attitude of
each on the tariff question but, funda-
mentally, the difference now is this dif-
ference in the philosophy of the two
parties as to where the emphasis should
be placed in formulating tax policies and
other economiec programs—in the case
of the Republican Party, for the interest
of the high-income groups and, in the
case of the Democratic Party, for the in-
terest of the average American who
earns his living by the sweat of his brow,
whether the labor which produces the
sweat is manual or mental. This policy
of the Democrats over a period of 20
years resulted in the highest peaks of
prosperity not only for the low-income
groups but for all of our people. I am
convinced that it is the sound philosophy
of government and, therefore, am sup-
porting the proposal to send this bill
back to the committee with instructions
to eliminate the provision that would
reduce taxes on dividends and raise the
personal exemption by $100. This is not
a matter of political expediency on my
part, but of deep conviction that it is the
wisest economic policy, especially during
this period of readjustment.

Mr. COOPER. Mr. Chairman, I yield
5 minutes to the gentlewoman from Mas-
sachusetts [Mrs. ROGERS].

Mrs. ROGERS of Massachusetts. I
thank the gentleman from Tennessee
[Mr. CooPEr]. Mr. Chairman, I am not
going to use all the time granted me.
If the Members are interested in my
views, they will see some of my remarks
in the Recorp at the end of the debate
yesterday. In my remarks yesterday I
gave the precise reasons for my opposi-
tion to this legislation. It fails to pro-
vide tax relief for millions and millions
of Americans in the low-income group.

I resent very much the fact that Mem-
bers on both sides speak of the recom-
mittal motion which will be made, be-
cause this bill does not provide for an
increase in exemptions for those in the
low-income groups, as being a Demo-
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cratic action, providing for higher ex-
emptions for those in the low-income
brackets as a Democratic measure. I do
not consider this recommittal motion
just a Democratic measure. There are
13 or more Republicans who introduced
bills for the purpose of granting higher
exemptions to the low-income groups,
constituting the overwhelming majority
of taxpayers within the Nation. There
are Republicans who are also interested
in helping these fine American people.

There are benefits for some of the
people in this legislation. But these
benefits are so small, so scarce, and in-
volve such a small number they consti-
tute only crumbs—just little crumbs
tossed out to the vast majority of the
American people as tax relief. This is,
to say the least, unfair and misleading.

The American people have earned tax
relief. They expected to get it from this
Congress. They have come to us with
outstretched arms and have been turned
away with empty hands, and this from
a government of the people, for the peo-
ple, and by the people.

Mr. COOPER. Mr. Chairman, I yield
1 minute to the gentleman from Penn-
sylvania [Mr, EBERHARTER],

Mr. EBERHARTER. Mr. Chairman,
I just want to call the attention of the
Members this afternoon to the table on
page 8B of the minority report, which
shows that a man with a million-dollar
income saves 11 percent of that in 1 year
providing his income is from dividends.
In other words, in 10 years, at the ex-
pense of the Federal Government, he
would save $1 million in taxes. Who
would pay that $1 million in additional
taxes? Naturally, the small business-
man, the wage earner and the salaried
man. Now what will the man who gets
the $1 million income do with the money
that he saves at the expense of the Gov-
ernment? Why, he would just invest
that money in more stocks year after
year so that every 10 years he would
invest another $1 million in stocks.

Whether that is going to upset our
economy I do not know, especially in
view of the fact that people would stop
buying municipal bonds or State bonds
because such bonds pay only about 2%
percent interest. The table also shows
that a man who has income between
$4,000 a year and $15,000 a year—getting
that income from dividends alone—
would get an average reduction of 50
percent in his tax liability.

If that is a fair tax bill, I do not know
what that word means.

Mr. REED of New York. Mr. Chair-
man, I yield such time as he may desire
to the gentleman from Michigan [Mr,
SHAFER].

Mr. SHAFER. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the REcorb.

The SPEAKER. Is there objection to
the request of the gentleman from
Michigan?

There was no objection.

Mr, SHAFER. Mr. Chairman, I rise
in support of the committee tax bill.

In doing so, I particularly invite you
to take a long, hard look at the fierce
new advocates of sweeping tax reduc-
tion.

The role is a strange one to them—
and I thought I noticed some faltering
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as they read their lines on TV Tuesday
night. It was not surprising, for it was
a new and unfamiliar script they were
using.

The act is not a econvincing one—pre-
cisely because it is so new and strange
to the actors.

I spoke of the fierce new advocates
of sweeping tax reduction. The fierce-
ness, I might add, is “phony.” It is an
election-year ferocity. It is a ferocity
which is most unconvincing against the
20-year record of “spend and spend,
tax and tax, elect and elect.”

Let us look at who is talking tax re-
duction. Let us look behind the croco-
dile tears which now well up in their
eyes.

Specifically, let us consider the record
of our two esteemed colleagues whose
advertised reply to the President so obvi-
ously evaded the issues raised in Mr,
Eisenhower’s address to the Nation.

During their 20 years in Congress,
they supported New Deal-Fair Deal pol-
icies which skyrocketed the national debt
from less than $20 billion to nearly $260
billion. They supported tax measures
which multiplied individual Federal tax
collections by 70. They supported tax
measures which multiplied corporation
taxes by 35—until they have reached
the point of outright confiscation. They
supported not only these appalling in-
creases in individual income, corpora-
tion, and excise taxes. They supported
the government policies, domestic, and
foreign, which made such tax increases
inevitable. They supported the squan-
derers and the squandermania. They
supported the whole philosophy and
program of deficit spending. And they
are advocating a grave extension of that
same philosophy and program today
when they urge additional demagogic
tax reductions which could only have the
effect of indefinitely postponing a bal-
anced budget; which could only have the
effect of further depreciating the pur-
chasing power of the dollar, and which
could only have the effect of further
pyramiding the tax burden on future
generations.

In a word, they propose to buy a
Democratic victory next November,
without even the decency of charging the
purchase price for their political victory
to the present generation of taxpayers.
Instead, they propose to pass the bill for
a 1954 New Deal-Fair Deal victory they
hope to attain, on to the taxpayers of
1974, and 1994, and 2054. For mark my
word, under a policy and program which
contemplates more and more deficit
spending, it will be impossible to pay the
piper these Democrats hire within the
next century.

No wonder one had a feeling that
there was a weak, false note—a pseudo-
fierceness, if you please—in the cries
which these foes of high taxes raised on
TV last Tuesday night.

Let us also look closely at the more
recent record of these new foes of high
taxes.

Where was their fierceness in support
of tax-reduction in 1948?

Our esteemed colleagues, the gentle-
man from Texas [Mr, Rayeurn] and the
gentleman from Tennessee [Mr. Coopr-
ER], were bitter-end opponents of the tax
reduction program voted by the Republi=
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can 80th Congress. They carried their
opposition to the point of being num-
bered among the 88 Members who voted
to sustain President Truman’s veto of
this tax bill.

In voting to sustain that veto, these
1954 advocates of reckless, demagogic
tax-reduction proposals, were con-
curring with Mr. Twruman’s view, as .ex-
pressed in his veto message, that “to
reduce the income of the Government by
$5 billion at this time would exhibit a
reckless disregard for the soundness of
our economy and the finances of our
Government.”

In voting to sustain that veto, these
1954 advocates of tax reduction were
concurring with Mr. Truman's view that
the bill would reduce Government reve-
nues to such an extent as to make likely
a deficit in Government finances. Ac-
tually, of course, the tax burden was cut
$4.8 billion and, in addition, the budget
was balanced, and the national debt was
cut by $7 billion.

In voting to sustain that veto, these
now-fierce supporters of sweeping tax
reduction were concurring with Mr. Tru-
man'’s lip service to the proposition that
priority should be given to reducing the
public debt by substantial amounts.

In voting to sustain that veto,
these Johnny-Come-Lately advocates of
sweeping tax reductions were under-
writing Mr. Truman’s claim that “the
bill would greatly increase the danger of
further inflation, by adding billions of
dollars of purchasing power,”

In voting to sustain that veto, these
same colleagues of ours were concurring
in the view that enactment of the 1948
tax bill would constitute a serious ob-
stacle in the path of realizing many
urgently needed fundamental tax re-
forms.

We have, I might add, in the current
tax bill, as the President pointed out
Monday night, the first complete over-
hauling of our tax laws in 50 years,
bringing reduced taxes and increased
equity benefiting millions of taxpayers.
Buf we find these advocates of reckless
tax reductions perfectly willing to wreck
these reforms by demagogic tax slashes
which, they hope, will pay off at the polls
next November.

Note, I repeat, that these new advo-
cates of reckless tax reductions were the
last-ditch supporters of the Truman tax
bill veto in 1948—a veto which could
muster only 88 votes in the House and
10 in the other body.

Let us look still more closely at the
1948 record of these Members who have
such a ferocity for tax cuts in 1954.

The gentleman from Tennessee [Mr.
CooreEr] had his own sneering title for
the 1948 tax bill. Here is what he said
during debate on this bill, and I am
quoting from the CONGRESSIONAL RECORD,
volume 94, part 1, page 693:

“An act to borrow money and reduce
taxes” should be the title given to the Knut-
son bill, H. R. 4790, because that will be the
effect of the bill if enacted into law.

The gentleman from Tennessee in 1948
spoke at great length and with a fierce-
ness matching that displayed Tuesday
night—offering dire warnings about an
unbalanced budget, an increased deficit,
and an imperiled national economy if
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the Republican tax cut were adopted.
Events proved him wrong on every count.
But now we are expected to accept his
election-year advocacy of tax cuts far in
excess of those prudent reductions and
adjustments advocated by Republicans
both in 1948 and in this present 1954
tax bill

Let us turn to our other newly fierce
advocate of sweeping tax reduction, the
esteemed minority leader.

In 1948, the gentleman from Texas had
this to say, by way of echoing the earlier
statement of the gentleman from Ten-
nessee:

I quite agree with the statement made
the other day by the gentleman from Ten-
nessee * * * that this bill should be en-
titled A bill to reduce taxes and borrow
money"” because that is what we shall be
compelled to do if this bill becomes law, for
the bill, if it means anything, means that
the Government of the United States will
be in the red.

And the gentleman from Texas echoed
his colleague’s deep concern—deep, elec=
tion-year concern, I might add—over the
national debt, by offering this ominous
warning:

No more calamitous thing could come to
this country of yours and mine in the years
that lie immediately before us if we do not
make a substantial reduction in the national
debt.

In one respect the position of the
gentleman from Texas in 1948 was en-
tirely consistent with his position in
1954. He was indulging the usual dem-~
agogic appeal for higher and higher ex-
emptions. Whereas the bill provided for
increasing the exemption from $500 to
$600, the gentleman from Texas urged
that it be upped to $700. In so doing, in-
cidentally, he obviously got his wires
crossed with the White House—for Mr.
Truman, in his subsequent veto message
argued vigorously against any increased
purchasing power as being dangerously
inflationary.

There is a further note of consist-
ency—demagogic consistency, I may
add—between the views of these gentle-
men in 1948 and in 1954. They are still
preaching now, as they were preaching
then, the class-war doctrine of “soak the
rich.” They wanted then, as they want
now, to maintain the tax raid on the
seed-corn of capitalistic venture-cap-
ital. They decried then, as they decry
now, what they sneeringly call the
trickle-down theory of prosperity.

They ignore the fact so pointedly made
by President Eisenhower that “the aver-
age investment needed to buy the tools
and facilities to give one of our people
a job runs about eight to ten thousand
dollars.” They ignore the fact that this
investment capital—subject now, and for
the past 20 years, to confiscatory taxa-
tion—is the base, the very foundation
of our prosperity. The real fierceness of
these professed advocates of tax reduc-
tion is directed today, as it has always
been directed, against this foundation of
free enterprise. They will deny, of
course, that they are the foes of capi-
talism. But they cannot deny that pri-
vate enterprise is their favorite whip-
ping-boy, and that they expect to garner
votes by their customary belaboring of
those whose investments make capital-
ism a possibility.
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In this connection, I point out that
the President’s program—far from pro-
posing a 5-percent reduction in corpo-
rate-income taxes at this time—actually
asks for maintaining this tax at 52 per=-
cent. Yet because the President does
propose reducing double taxation on in-
come from investments, the old soak-
the-rich cry is raised by these amazing
new converts to tax reduction.

The time will undoubtedly come—as
it should—when further lower bracket
tax reductions will be possible through
higher exemptions. Such increased ex-
emptions were pioneered by the Repub=
licans in 1948. Innumerable benefits to
lower income taxpayers will accrue from
adjustments made by the present com-
mittee bill. The President has made it
clear that higher exemptions will wreck
the overall tax program and will, almost
certainly, invite a veto. I do not pro=
pose to jeopardize these clear and cer-
tain tax-reduction benefits for problem-
atical and reckless reductions urged by
those who have shown that they are no
real friends of the taxpayers.

Incidentally, permit me to inject the
reminder that the partisan Democratic
opposition to this tax bill completely
explodes their previous pious claim
that the President must rely upon them
for the success of his administration’s
program,

There is an old warning that “by their
fruits ye shall know them.” We know
the fruits of these long-time disciples
of the tax and tax, spend and spend,.
elect and elect doctrine. We have tasted
those bitter fruits for 20 years—confis-
catory taxes, debts, and deficits. Surely
we will not be deceived by their new
and unaccustomed zeal for tax reduc-
tion. Well may we ask whether they
will love the taxpayer as ardently in
December as they profess to in March
and May and July. We know the an-
swer, from the record. No true friend
of economy, debt reduction, and sound
tax policy should be deceived.

Mr. COOPER. Mr. Chairman, I yield
5 minutes to the gentleman from Texas
[Mr. RAYBURN].

Mr. RAYBURN. Mr. Chairman, hav=-
ing such a bad cold today, I should not
trespass upon your time or punish my-
self, if there were not just a few things
that have been left unsaid that I think
should be said.

Many Members have spoken about the
different views of the Republicans and
Democrats on government and on the
question of taxation since the days of
Alexander Hamilton and Thomas Jeffer-
son.

I noticed that some of our brethren
went out a few weeks ago and glorified
Abraham Lincoln as the founder of the
Republican Party. Abraham Lincecln be-
lieved in fairness and in justice. He be=-
lieved in being just to everybody, and in
giving everybody an equal opportunity.
I doubt, if Abraham Lincoln were living
today, that he would be in sympathy with
a great many of the things that those
who wear his name as Republicans, are
saying, in claiming that he was their
leader.

This “trickle down” thing, of course,
has been talked about, and that is true,
still true, in my opinion, with reference
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to the way the Republicans want to write
tax bills.

Something has been said about what
was good for some group is good for an-
other, but this tax bill, it appears to me,
is written upon the theory that what is
good for the big taxpayer, the big income
receivers, is also the answer to all the ills
of all the other millions of people in the
United States.

There are some things in this bill that
I heartily endorse, that I would like to
vote for. Some of those things were in
the bill offered by the gentleman from
Illinois [Mr, Mason], and I understand
they are incorporated in the bill. But I
must consider this bill as a whole. When
I consider it as a whole, believing as I
have always believed that legislation
should never be passed to punish some-
body but that legislation at all times
should be passed to bring about as near
justice as possible, fair play and equal
opportunity, I do not think this bill is
written on a prescription like that and,
therefore, it cannot have my support
unless the motion to recommit is carried.

Unfair? Take the man with a $4,000
income that he makes with his hands
and with his brain. He pays $240 a year
income tax. The man that receives a
$4.000 income from dividends pays $110.
If that is any approach of justice or fair
play, then I have failed to find it in all
of my years. What is justice and what
is fair play?

I have heard some amazing state-
ments, conflicting, made on this floor on
the Republican side. I think the gentle-
man from New York [Mr. REep] and
most of the members of his committee
are saying that this is not a tax-reduc-
tion bill. I have heard them say that.
But I understand the gentleman who is
to succeed me in this place, Mr. HALLECK,
the leader of the Republican Party in the
House, made this statement on yester-
day:

Mr. Chairman—

Said the gentleman from Indiana [Mr.
HALLECK]—
today and tomorrow the House debates an-
other major step toward providing the Amer-
ican people with the largest tax-cutting pro-
gram in the Nation's history.

There is quite a difference between the
majority leader on that side of the House
and those Republican members on the
Committee on Ways and Means who have
recognized, many of them, that this is a
pretty ticklish time to reduce taxes, when
our budget is out of balance, when we are
going to be compelled to go into deficit
spending. I want to predict now, and
I am sad to be compelled to predict that
on the 30th of June of this year this
budget, an honest budget, if it is made
up as an honest budget, will be out be-
tween five and eight billion dollars, be-
cause this bill is going to have a differ-
ent face on it when it comes back from
the Senate of the United States, and it
is going to cure, I trust, some of the in-
equities in here and some of the loop-
holes left that the gentleman from Ar-
kansas [Mr. MirLs] so well pointed out
as loopholes in this bill.

I do not think this bill is fair to the
taxpayers of the United States. I do not
think it brings about justice.
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Mr. COOPER. Mr. Chairman, I have
:}g further requests for time on this

e.

Mr. REED of New York. Mr. Chair-
man, I yield the balance of the time on
this side to the gentleman from Indiana
[Mr. HALLECK].

Mr. HALLECK. Mr. Chairman, this
is serious business that we are about.
As the gentleman from Texas knows, I
have the greatest personal affection for
him, as I have for every Member of this
body. I have served here a while when
my party had the responsibility. I have
served here most of the time when my
party did not have the responsibility be-
cause we were the minority and not the
majority. But through all of that time,
I have tried to be fair as best I could ac-
cording to my lights. I have tried to do
the things that were in the best inter-
ests of the country. I well recall when
I first came here in 1935, in January,
we were still struggling with the prob-
lems of the depression. And I say to my
friends on the right, your party was then
in power. I said then, and I meant it,
that if your administration and the
Congress could come up with the an-
swers to solve the difficult problems fac-
ing the country, I wanted to help do it
even though it meant the complete de-
struction of the party to which I owe
allegiance. I want to say to my friends
on both sides of the aisle, because there
are none of us of any party or creed or
anything else who can claim any mo-
nopoly on Americanism or patriotism,
that we should be approaching this very
important problem on that basis. This
debate by and large has been friendly.
It has been a good debate. I think here
and there perhaps a little politics has
crept into it. Being from Indiana my-
self, I am not above playing a little pol-
itics because, as you know, they say that
the first words spoken by every child
born in Indiana are these: “I am not
a candidate for any public office, but I
promise if nominated and elected, I will
serve to the best of my ability.” So I
certainly would not say that I have been
completely oblivious at all times to the
political consequences, but I do say to
my colleagues that there come times
even as when I first came here, and even
as we now find ourselves, when the prob-
lems before us involving our very sur-
vival and the survival of the free world
are of such tremendous consequences
that we should forego politics and we
should forego operations that perhaps
are motivated in some little degree by
political considerations. We ought to
close ranks and as Members of this great
House of Representatives get right
down to the job of doing what is best
for our country.

Now let us look back a bit. We had a
new administration elected—may I in-
quire how much time I have, Mr. Chair-
man?

The CHATRMAN. The gentleman had
33 minutes to start with. The gentle-
man has 29 minutes left.

Mr. HALLECK. I trust I shall not
take all of that time and I ecertainly
would not want to bore you that long,
but I do want to say a few words about
this situation as I see it.

We had an election in 1952, and a great
American, Dwight D. Eisenhower, was
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elected President of the United States.
He was elected President primarily be-
cause the people of the country wanted
a new set of managers. He won an over-
whelming victory. He carried a great
many States; he carried some States
from which there is not a single Repub-
lican Member in this body.

But may I ask all of my friends from
some of those areas: Will you not agree
with me that while you were returned
here and while the Republican majority
here is paper-thin, your people expected
you to come down here and do what you
could, fairly and reasonably and in re-
gard to your own responsibilities to your
constituencies and your consciences, to
further the program of the man who
heads this new set of managers whom
the American people put in charge of the
business of this country?

I think the people of the country want
the President and his administration to
have a chance for success. Certainly
I think it is the obligation of all of us
to give him and those managers that
chance.

On our side we have a responsibility,
certainly, to our President and to our
administration, to our pledges in the
campaign, to our promises to the Amer-
ican people to do our part to carry that
program forward.

I note over here on my right again
many Members have proclaimed their
allegiance to the President. They have
said to their people back home on count-
less occasions that his program is good,
it is sound, it is forward-looking, we like
it, and we Democrats are going to do an
even better job of supporting him than
are the Republicans.

Well, you know, as we say in Indiana,
we are about to divide up the men from
the boys on that one. We are coming
now to the time when we are going to
find out.

What has been asked here is not un-
reasonable at all. The President spoke
to the people of the country, ably, effec-
tively, and fairly. He listed in the open-
ing part of his statement certain por-
tions of the program specifically, and
then he said these words:

We want, above all, maximum protection
of freedom and a strong and growing econ-

omy; an economy Ifree from both inflation
and depression.

Most of these things cost money. Without
adequate revenue most of them would be
abandoned or curtailed. That is why our
tax proposal is the cornerstone—

Get that—
is the cornerstone of our whole effort. It is
a tax plan designed to be fair to all. I am
sure you join me in the hope that Congress
before it adjourns will approve the entire
program.

That expresses our purpose, and there
is a whole category of things that are
a part of this program. I have under-
stood that on this side of the aisle some
people are going to vote for this motion
to recommit which would, as I under-
stood from the gentleman from Massa-
chusetts last week, eliminate that sec-
tion dealing with double taxation of
dividends and add $100 increase on the
personal exemption.

They are going to vote for the motion
to recommit and then vote against the
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bill because they think there should not
be any tax reduction at all.

How in heaven’s name can anyone
justify a position like that, if that is
the attitude against the bill?

Mr. McCORMACK. Mr, Chairman,
will the gentleman yield?

Mr. HALLECEK. I yield to the gen-
tleman from Massachusetts.

Mr. McCORMACEK. The gentleman
referred to me as the gentleman from
Massachusetts?

Mr. HALLECK. Yes,

Mr. McCORMACEK.
latter statement?

Mr. HALLECEK. Oh, no, what you
said was——

Mr. McCORMACK. Iwant the RECOrRD
clear.

Mr. HALLECK. I certainly do not
want to have any misunderstanding
about what the gentleman from Massa-
chusetts said last week. What he said
was that the motion to recommit which
would be offered to this bill would be
one to remove the provision respecting
double taxation of dividends and, sec-
ondly, to increase the personal exemrtion
by $100. In the absence of any infor-
mation to the contrary, I have assumed
that would be the motion to recommit to
be offered by the minority side.

Mr. McCORMACK. But not the lat-
ter statement.

Mr. HALLECK. No, of course not.
Those were my words. The gentleman
is quite right.

Mr. McCORMACK. I did make the
additional statement that if we were
playing politics we would confine it to
the increase of six to seven hundred
dollars.

Mr. HALLECK. I do not recall the
gentleman said that, but he might well
have.

Mr. Chairman, getting down to the
matter of fiscal responsibility, let us talk
again about what we have done. It has
been spoken of here so many times that
I hesitate to speak of it again. First of
all, this is a tax-reduction program of
better than $7 billion. The 10-percent
reduction that went into effect in Jan-
uary, $3 billion, went right into the pock-
ets of the taxpaying public, and I did
not hear anyone on that side say that we
should not do that. As a matter of
fact, by and large you thought that was
a good thing to do.

Now, we considered the excess-profits
tax, and I think generally everybody
agreed what we did was a good thing
to do. Then the other day we had the
bill to revise excise taxes involving a
reduction of about a billion dollars. You
know, a strange thing happened there
which proved to me you all thought that
was a fine bill. You offered a motion
to recommit that involved $40 million.
If you had wanted to, you could have
moved to eliminate the whole excise-tax
bill. You had a right to put it in the
motion to recommit, but you did not do
it. So I assume from your action that
the excise-tax measure was a good bill.
You voted for it. That puts an esti-
mated billion dollars into the pockets of
the taxpayers. When we called the roll
there were just three votes against it in
Elﬁet’whole House. So you approved of

at.

Did I use that
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Now we come along to this bill. Itisa
tax-revision bill primarily, which in-
volves a tax reduction to all sorts of
people, millions and millions of people,
individuals and businesses, amounting to
$1,400,000,000. If I may say so in all
humility, when you attempt to make
some sort of argument here out of the
fact that the chairman called it a revi-
sion bill, while in speaking of this overall
program I referred to it as a tax-reduc-
tion program, can it be denied that this
bill presently before us dces provide for
$1,400,000,000 decrease in tax revenues?
It certainly does.

We heard the ranking minority mem-
ber of the Committee on Appropriations,
the gentleman from Missouri [Mr, CaN-
non]1, say that we all pledged ourselves
to cut the cost of government, to balance
the budget, and to reduce taxes. We
have cut the cost of government. We
have had help over there and where you
Democrats have helped us, I say more
power to you. We have had help from
the administration. Then we have
worked at it on my side. We have cut
the cost of government and if we can
achieve this $7 billion tax reduction we
are going to go on and try to cut the cost
of government more. We are down to
within striking distance of a balanced
budget, even with the $7 billion loss in
revenue.

Now, then, what do you propose to do,
you folks who are supposed to be so
solicitous about the fiscal situation of the
country? You are going to come along
with a motion to recommit that will gain
$230 million and lose $2.4 billion, so that
you will give us a net loss of $2,170,000,-
000. With that, Mr. Chairman, let me
say that you are not even within striking
distance of a balanced budget. Why, if
you had wanted to really preserve your
position of fiscal responsibility you would
have said: Strike out all of the revision
and for it substitute an increase in per-
sonal exemptions, But you did not do
that. You want your cake and you want
to eat it too because, apparently, by
your motion to recommit you approve of
everything in this revision bill except
that one item.

You know, it is rather interesting to
me to look back in the Recorp and to
see what my good friends on the Demo-
cratic side said, the minority leader, my
personal friend, the gentleman from
Texas [Mr. RayBurn], the ranking mi-
nority member of the Committee on
Ways and Means, the gentleman from
Tennessee [Mr. Coorer]l, and the gen-
tleman from Massachusetts [Mr. Mc-
Consiack] when we friec once in a pre-
vious Congress to raise exemptions $100.
You accused us of fiscal irresponsibility.
You said we should not do it, that that
was not the way to do the job at all.
Of course, I know you are not going to
strike out all of this bill, because you
are not going back to the retired school
teachers or the widowed working moth-
ers or to all the other people for whom
there are many good things in this bill
and take a chance on having them ask
you why you did it.

Now, as to the matter of fiscal respon-
sibility, back in 1947 the gentleman from
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Tennessee [Mr. Coorer] said, speaking
of the tax reduction bill:

So I take the position, as does the minority
on this occasion, that the first obligation of
the Congress is to see to it that this Govern-
ment of ours follows a sound fiscal policy.

Then in 1948 the gentleman from
Texas [Mr. RAYBURN] said:

I want a sound dollar. I want a dollar that
will buy as nearly 100 cents’ worth of material
as possible.

And he was making a speech against
the bill that included an increase in
ex mption of $100.

The gentleman from Tennessee said
in 1948:

It is my conviction that the maintenance
of a sound fiscal policy is one of the greatest
obligations of the Congress to the American
‘people. I do not know of any way that
money can come into the Treasury of the
United States without an act of Congress
providing revenue legislation for that money.

Now, those were positions taken by my
friends on the right. Why in heaven’s
name have they abandoned what was
then a sound position? ¥You ought to be
standing with us rather than trying to
push us into a further deficit of $2.2
billion. Why, the gentleman from Ten-
nessee said that we ought to come down
as we went up. The gentleman from
New Jersey [Mr, Kean] applied himself
to that very well, but the fact of the
matter is that since the exemption was
set at $600, there have been 3 increases
in rates; not personal exemptions, in-
creases in rates, percentages. &o if you
want to go back down the way we came
up, then we ought to deal with the rates
before we deal with anyfthing else. I do
not see how there could be much argu-
ment about that,

This measure before us is a good bill.
It contains things for which we have all
been struggling for years. It is a revi-
sion bill. The gentleman from Arkansas
[Mr. Mirrs] back in 1947, complaining
cl.'i é.he tax bill we then had before us,
said:

The sound approach to this whole ques-
tion of postwar tax revision is to make a
comprehensive study of the entire Federal
tax system.

And, so it went. The gentleman from
Pennsylvania [Mr. EBERHARTER] took the
same tack. Well, there again may I say,
now that we have proceeded with tre-
mendous effort to bring about the re-
vision bill, the overall revision that you
said ought to be done, why are you here
seeking to destroy it? The fact is that
revision is desirable, and that is what
we are now doing.

There is another thing that is good in
this bill, and that is the extension of
the b52-percent tax on corporations.
There was a lot of talk around here
about how that ought to be compromised
down to 50 percent. Some on my right
thought so, and some over here. *“No,”
we said to the people owning the cor-
porations, “you have to go along with
the 52-percent tax.” Incidentally, there
is an April 1 deadline on that 52 percent
under the present law.

I have spoken of the good things in
this bill, and you do not challenge them.
Oh, you spoke of the little start that is
made about double taxation on divi-
dends, and my good friend from Texas
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cited the difference between a man mak-
ing $5,000 from dividends and $5,000
from working with his hands, but he for-
got to tell you that the $5,000 from divi-
dends would have been $10,000 but for
the first 52 percent levied on corpora-
tions. That is a slight difference, is it?
I think it is more than a slight dif-
ference; it is a big difference.

Now let me say to all of you who be-
lieve in a sound tax program, who be-
lieve in the provisions of this revision
bill, who want that 52 percent tax ex-
tended, you vote for this motion fo re-
commit and you are seriously jeopardiz-
ing the enactment of this legislation, and
make no mistake about that. Perhaps
you want to take that chance with it; I
do not know.

The other day, in response to a ques-
tion, the gentleman from Massachusetts
[Mr. McCormack] said that he was
against all tax reduction. You will find
that on page 3034 of the REcorD where
he said:

Does the gentleman clearly understand
my state of mind? Now the gentleman asked
me a further question: Do I think tax re-
ductions should take place? My answer is
“No."

Is that the position on your side?

Mr. McCORMACK. Mr., Chairman,
will the gentleman yield?

Mr. HALLECK. 1T yield to the gen-
tleman from Massachusetts.

Mr. McCORMACK. Would the gen-
tleman state what I said previously, that
if it were coupled with stronger defense,
and so forth.

Mr. HALLECK. The gentleman
talked about defense. The President is
talking about defense. Are you going
to cripple the revenue situation so that
adequate defense cannot be provided?

No, what the gentleman spoke of was
this. I said it then and I say it again,
that it was devious reasoning. Since we
Republicans had undertaken certain tax
reductions, that we had assumed the
responsibility, therefore the Members on
that side were going to help us out, not
believing in any tax reduction at all, but
were going to help us out by jumping
right in and cutting taxes a lot more.
If that makes sense, I cannot see it.

I want to say just one or two things
in addition. The Republicans on the
Ways and Means Committee have
brought this bill out. We brought one
out in the Republican 80th Congress and
we finally passed it, and many of the
Democrats voted to override a Presiden-
tial veto. It provided a reduction of $4.8
billion for the American people. In this
administration, as I said, we have pro-
vided a reduction of something better
than $7 billion as tax relief to the Amer-
ican people, individuals and businesses.

Let me say this to my friends on both
sides of the aisle. I do not see how any-
one, having any degree of fiseal respon-
sibility at all, can take the position that
we can afford any more tax reduction at
this time than we have already pro-
vided and are providing in this total
program. This is an overall reduction.
There is something starting with the 10
percent, clear on down through, for
everybody. It has been done on a sound
basis. It is good for all of us.

There is talk about the trickle-down

. theory. The 10 percent does not repre-
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sent the trickle-down theory.- Perhaps
the excess-profits tax did. But I heard
the argument that the excess-profits tax
was stifling small business. The reduc-
tions in the excise taxes do not represent
the trickle-down policy.

Some people in the past have char-
acterized certain pressures that have
been put on as socialistic. I would not
do that, but you can have proposals for
tax reduction in this country which, if
they were carried out, would destroy all
incentives for people to invest, and all
incentives for people to work and to try
to do something for themselves. The
hustle of the individual means the prog-
ress of the Nation.

Friends of mine on the Democratic
side, with whom I have stood shoulder to
shoulder through the years, are you go-
ing to vote for these pressures? I under-
stand that Mr. Reuther took out after
us last night, attacking this bill. Per-
haps it does not suit him. I am sorry it
does not. I wish it did suit him.

Let me say again that it is the pro-
gram of the great President of the
United States of America, Dwight D.
Eisenhower, and the people whom he has
brought in with him. Everybody ought
to support it.

Now, one final word to many of my
friends on the right or left who may be
concerned as to the future. We shall
continue to strive for economies in Gov-
ernment. We shall have the help of the
administration. We cannot let down our
guard with respect to national defense.
Essential services of the Government
must be carried forward. But among us,
the Congress cooperating with a friendly,
helpful administration, we shall seek to
find ways and means to further reduce
the taxes, to cut the costs of Govern-
ment, and hence open the way for fur-
ther reduction in taxes to the American
people.

I promise you that just as soon as we
can get those costs down and get to the
point where, having regard to our fiscal
responsibilify we can give the American
people more tax relief, we shall give it
to you.

I received a letter this morning from
George Meany, president of the Amer-
ican Federation of Labor, and he said,
speaking of dividends, yes, and then he
said something about the motion to re-
commit, and he spoke of increases in
personal exemptions. Then he said “or
as an alternative, a reduction in rates.”

Now, I do not know for sure. I have
some ideas about it. This is not the time
to debate them, but I have some ideas
of my own about whether further re-
duction should be in rates or by increases
in exemptions. If I followed the advice
of my friend from Tennessee [Mr. Coop-
Er], then I would be for bringing the
rates back down, because they were the
last things that went up. But be that as
it may, that is not a matter to be brought
in here as a motion to recommit on a bill
of this character, an overdue, able, con-
scientious effort to revise the whole tax
strueture, incidentally losing $1,400,000,-
000 in revenue, and carrying with it
the extension of the 52-percent tax on
corporations.

You may say that feature is bait in the
bill, but it is the best proof I know that
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this is not a big business bill. This is a
bill for the regular, common people of
this country, to give them tax relief and
to build a strong, expanding economy,
that is the heart’s desire of President
Eisenhower and of everyone of us here.
‘We ought to want that above everything
else; yes, that, and the security and the
defense of this great country we all love.

I beg of you, Iet us lay selfish consid-
erations aside. I say this to both sides
of the aisle, let us forget about political
consequences, let us stand here and do
the things that we know are right today.
Let us vote down this motion to recom-
mit and go on with the enactment of
this revision bill.

The CHAIRMAN, All time has ex-
pired.

Under the rule, the bill is considered
as having been read for amendment.
No amendments are in order to the bill
except amendments offered by direction
of the Committee on Ways and Means.

Are there any committee amend-
ments?

Mr. REED of New York. Mr. Chair-
man, by direction of the Committee on
Ways and Means I offer a committee
amendment

The Clerk read as follows:

Committee amendment offered by Mr.
Reep of New York:

Page 46, in the third line of section 170
(b) (1), strike out “and (C)" and insert
“(C), and (D)."

Page 47, at the end of section 170 (b) (1),
insert:

“(D) Denial of deduction in case of cer-
tain transfers in trust. No deduction shall
be allowed under this section for the value
of any interest in property transferred aiter
March 9, 1954, to a trust if—

“(i) the grantor has a reversionary interest
in the corpus or income of that portion of
the trust with respect to which a deduction
would (but for this subparagraph) be al-
lowable under this section; and

*“(1i) at the time of the transfer the value

of such reversionary interest exceeds 5 per-
cent of the value of the property constituting
such portion of the trust.
For purposes of this subparagraph, a power
exercisable by the grantor or a nonadverse
party (within the meaning of sec. 672
(b)), or both, to revest in the grantor prop-
erty or income therefrom shall be treated
as a reversionary interest.”

Mr. REED of New York. Mr. Chair-
man, I yield to the gentleman from Mis-
souri [Mr. Curtis] to explain this
amendment. :

Mr. CURTIS of Missouri. Mr. Chair=
man, this amendment was unanimously
adopted by the committee and its pur-
pose is fo plug the loophole which has
been in existing law. The loophole was
made more apparent at the time the
commitiee adopted the liberalization
policy in regard to charitable trusts cre-
ated for a term of years with revisionary
rights to the grantor. Under existing
law, by means of these term charity
trusts, a grantor was able in effect to get
two deductions, first for the amount
which was deducted from his gross in-
come and then again the same amount
as a charitable deduction. This amend-
ment simply provides that only one de=-
duction, the deduction from gross in=-
come is granted, and the charitable de-
duction is not granted. I ask the com-
mittee to adopt the amendment.
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The CHAIRMAN. The question is on
the committee amendment.
The committee amendment was agreed

The CHATRMAN. Under the rule, the
Committee rises.

Accordingly the Committee rose; and
the Speaker having resumed the chair,
Mr. WiLsoN of Indiana, Chairman of the
Committee of the Whole House on the
State of the Union, reported that that
Committee, having had under consider-
ation the bill (H. R. 8300) to revise the
internal revenue laws of the United
States, pursuant to House Resolution
473, he reported the bill back to the
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House with an amendment adopted by
the Committee of the Whole.
The SPEAKER. Under the rule, the
previous question is ordered.
The question is on the amendment.

The amendment was agreed to.

The SPEAKER. The question is on
the engrossment and third reading of

the hill.

The bill was ordered to be engrossed
and read a third time, and was read the

third time.

The SPEAKFR. The question is on
the passage of the bill.
Mr. COOPER. Mr. Speaker, I offer
a motion to recommit.

“TasLe I.—Taxable years beginning after Dec. 31, 1953, and before July 1, 1954
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The SPEAKER. Is the gentleman
opposed to the bill?

Mr. COOPER. I am, Mr, Speaker.

The SPEAKER. The gentleman qual-
ifies. The Clerk will report the motion
to recommit,

The Clerk read as follows:

Mr. CoorEr moves to recommit the bill
H. R. 8300 to the Committee on Ways and
Means with instructions to report the same
back to the House forthwith with the fol-
lowing amendments:

Page 4, in section 3, strike out “shown in
the following table” and strike out the table
on page 5, and insert “shown In whichever
of the following tables applies to such year:

I “ﬁm“mﬁw Agﬁ;tﬁgmd Ir ?J“i“lg‘ggdﬁm And the number of exemptions is—
1 3
And tax- | And tax-| And And tax-| And
payer is | payer is tax- payer is tax-
single single payer single payer
1 2 3 4or " and not | and not is and not is 4 5 6 Tor
But less more But less head of | head of filing head of filing mors
At least than At least thian famlily, | family, joint family, joint
oris or is return oris return
married | married or is married or is
filing filing head filing head
SepE- sepa- of sepa- of
rately rately family rately family
The tax is— The tax js—
£0 $725 $0 $0 $0 $0 $2,350 $2,375 $295 $165 $185 $35 $35 10 $0 0 $0
725 750 3 0 0 0 2,375 2,400 300 170 170 40 40 0 0 o 0
750 775 T 0 0 0 2,400 2,425 304 174 174 44 44 0 0 0 0
775 800 12 0 0 0 2,425 2,450 309 179 179 49 49 0 0 0 0
800 825 16 i} 0 0 2,450 2,475 313 183 183 53 53 0 0 0 0
825 850 21 0 0 0 2,475 2, 500 318 188 188 58 58 (1] 0 0 (1]
850 87 25 1] 0 0 2, 500 2, 525 322 192 192 62 62 0 (] 0 0
875 900 30 0 0 0 2, 5256 2, 550 am 197 197 67 67 0 0 0 0
900 025 34 0 0 0 2, 550 2,575 331 201 201 Tl 7 0 o 0 1]
925 950 30 0 0 0 2,575 2, 600 336 206 206 76 76 o 0 0 0
950 975 43 0 0 0 2, 600 2,625 340 210 210 B0 B0 0 0 0 0
975 1, 000 48 0 0 0 2,626 2, 650 345 215 215 B5 85 (1} o o 0
1,000 1,025 52 0 0 0 2,650 2,675 349 219 219 89 80 (1] 0 0 0
1,025 1,050 57 0 0 0 2.675 2,700 354 224 224 4 ™ 0 0 0 0
1, 050 1,075 fil 0 0 0 2, 700 2,725 358 228 228 98 08 0 0 0 (1]
1,075 1,100 66 0 1] 0 2,725 2,750 363 233 233 103 103 0 0 1] [1]
1,100 1,125 70 0 0 0 2,750 2,775 367 27 237 107 107 0 0 0 0
1,125 1,150 75 0 0 0 2,775 2, 800 an2 242 242 112 112 0 0 0 0
1,150 1,175 79 0 0 0 2, B00 2,825 ar6 246 246 116 116 (1] 0 0 (1]
1,175 1,200 84 0 0 0 2,825 2,850 381 251 251 121 121 0 0 0 0
1,200 1,225 88 0 (1} 0 2, 850 2,875 385 255 255 125 125 0 0 0 (1]
1, 225 1,250 93 0 0 0 2,875 2, 900 300 260 260 130 130 0 0 0 [1]
1,250 1,275 o7 0 0 0 2, 900 2,925 304 204 264 134 134 4 0 0 [1]
1,275 1, 300 102 0 0 0 2,925 2,950 399 269 269 139 139 9 0 1] 0
1, 300 1,325 106 0 0 0 2,950 2,975 404 273 273 143 143 13 0 0 1]
1,325 1,350 111 0 o 0 2,975 3, 000 409 278 278 148 148 18 0 0 0
1, 350 1,375 115 0 o 0 3, 000 3, 060 416 285 285 1556 155 25 0 0 0
1,375 1, 400 120 0 0 0 3, 050 3, 100 426 204 204 164 164 34 (1] 0 0
1, 400 1,425 124 0 0 0 3,100 3,150 436 303 303 173 173 43 0 0 0
1,425 1,450 129 0 0 0 3,150 8,200 446 312 312 182 182 &2 0 0 0
1,450 1,475 133 3 0 0 3, 200 3, 250 456 321 321 101 191 61 0 0 0
1,475 1, 500 138 8 0 0 3, 250 3, 300 465 330 330 200 200 70 0 1} o
1, 500 1,525 142 12 0 (1] 3, 300 3,350 475 339 339 209 200 79 0 0 0
1, 525 1, 550 147 17 0 0 3, 350 3,400 485 348 348 218 218 88 0 0 0
1, 550 1, 576 151 21 0 0 3,400 3,450 495 357 357 o 27 o7 0 0 [']
1,575 1, 600 156 26 0 0 3, 450 3, 500 605 366 368 236 236 106 0 0 0
1, 600 1,625 160 30 0 (1] 3, 500 3, 550 B15 375 375 245 245 115 0 0 L]
1, 625 1, 650 165 35 0 0 3, 550 3, 600 525 384 384 254 2 124 0 0 0
1, 650 1,675 169 30 (1] 0 3, 600 3, 650 535 393 303 263 263 133 3 0 1]
1, 675 1,700 174 44 0 0 3, 650 3, 700 545 402 402 272 272 142 12 (1] 0
1, 700 1,725 178 48 0 0 3, 700 3,750 555 412 411 281 281 151 21 0 (1]
y 125 1, 750 183 53 0 0 3, 750 3, 800 564 421 420 200 200 160 30 0 0
4 750 1,776 187 57 0 (1] 3,800 3,850 674 431 420 200 209 169 a9 0 Li]
1,775 1, 800 192 62 0 0 3, 850 3, 900 584 441 438 308 308 178 48 0 0
, 800 1,825 196 66 0 0 3, 900 3,950 594 451 447 a7 317 187 57 0 0
1,825 1,850 201 7l 0 0 3, 950 4, 000 604 461 456 326 326 106 66 1] 0
1,850 1,875 205 75 o0 0 4, 000 4, 050 614 471 465 335 335 205 75 0 (']
1,875 1, 900 210 80 0 0 4, 050 4,100 624 481 474 344 344 214 84 (1] 0
1, 900 1,925 214 84 0 0 4,100 4,150 634 401 453 353 353 223 93 0 0
1,925 1,950 219 89 0 0 4,150 4, 200 644 501 492 362 362 22 102 0 0
1, 950 1,975 223 a3 0 0 4, 200 4, 250 654 511 501 an 371 241 111 0 0
1,975 2, 000 23R 98 0 (1] 4, 250 4, 300 663 520 510 380 380 250 120 0 L]
2, 000 2,025 232 102 0 0 4, 300 4, 350 673 530 519 359 389 259 129 0 0
2,025 2,050 37 107 0 0 4, 350 4, 400 683 540 528 398 398 268 138 8 1]
2,050 2,075 241 111 (1] 0 4, 400 4,450 693 550 537 407 407 217 147 17 0
2,075 2,100 246 116 0 (1] 4, 450 4, 500 703 560 546 417 416 288 156 26 0
2,100 2,125 250 120 0 o 4, 500 4, 550 713 670 555 427 425 205 165 a5 0
2,125 2,150 255 125 ] 0 4, 550 4, 600 73 580 564 437 434 304 174 44 0
2,150 2,175 259 129 0 0 4, 600 4, 650 733 590 573 447 443 313 183 53 0
2,175 2,200 264 134 4 0 4, 650 4, 700 743 600 582 457 452 322 192 62 [']
2, 200 2,225 268 138 8 0 4, 700 4, 750 753 610 591 467 461 a3 201 i 0
2,225 2,250 273 143 13 1] 4, 750 4, 800 762 619 600 476 470 340 210 80 0
2,250 2,275 277 147 17 o 4, 800 4, 850 T 620 609 486 479 3490 219 89 0
2,278 2, 300 282 152 2 0 4, 850 4, 900 782 630 618 406 488 358 228 98 .0
2, 300 2,325 286 156 26 ] 4, 900 4, 950 T2 649 627 506 497 367 237 107 o
2,325 2,350 201 161 31 (1] 4, 050 &, 000 802 659 636 518 506 a6 246 116 0
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“TanLE I1.—Tazable years beginning afier June 30, 1954
If adjusted And the number of If adjusted gross
h e hlzoss el floonte And the number of exemptions is—
1 2 3
And tax- | Andtax-| And |Andtax-| And
paver is | payer is tax- payer is tax-
single single payer single payer
3 4or and not | and not is and not is 4 5 6 7or
ot | Butis | |7 PO N Atteast | Butless | RGO | Boher | foms | family, | Joins o
t fam oin ¥ n
At than than or o ar L] or is return
married | married or is married or is
filing filing head filing head
sepa- of sepa- of
rately rately family rately family
The tax is— The tax is—
£0 $775 $0 0 $0 ] $2, 375 $2, 400 $200 $150 $150 $10 10 0 0 $0 $0
776 800 2 0 0 0 2, 400 2,425 204 154 154 14 14 0 0 0 0
BOO 825 6 L] 0 ] 2,425 2,450 200 159 150 19 10 0 0 0 0
825 850 11 0 0 (1] 2,450 2,475 303 163 163 -] 23 0 0 0 0
850 875 15 0 0 o 2,475 2, 500 308 168 168 25 23 0 0 o 0
875 $00 20 0 0 0 2, 500 2, 525 312 172 172 32 a2 0 0 0 0
900 925 24 0 0 0 2, 525 2, 550 ar 177 177 a7 a7 0 0 0 0
925 950 29 1] 0 o 2, 660 2,575 3 181 181 41 41 0 0 0 o
950 975 33 0 0 o 2,575 2, 600 a26 186 186 46 46 0 0 0 0
075 1, 000 a8 0 0 0 2, 600 2,625 330 160 190 50 50 ] 0 0 (1]
1, 000 1, 025 42 0 0 0 2,625 2, 650 335 195 195 55 56 0 ] 1] 0
1,025 1, 050 47 0 0 0 2, 650 2,675 339 199 199 &9 59 (1] 0 0 0
1,050 1,075 61 0 0 0 2, 675 2,700 44 204 204 4 [ 0 o 0 0
1,075 1,100 56 0 0 0 2,700 2,725 348 208 208 68 68 0 0 o 0
, 100 1,125 60 0 0 ] 2,725 2, 750 a53 213 213 3 73 0 0 0 0
1,125 1,150 65 0 0 0 2, 750 2,775 357 27 27 T rol 0 0 0 0
1,150 1,175 69 0 0 0 2,775 2,800 362 222 22 82 82 (1] 0 0 0
1,175 1, 200 T4 0 0 0 2, 800 2,825 366 226 226 86 B 0 0 0 0
» 200 1,225 78 0 0 0 2,825 2, 850 a7 31 231 91 o 0 0 0 (1]
1,225 1,250 83 0 (1] 0 2, 850 2,875 375 35 235 95 05 0 0 0 0
1,250 L2Zi5 B7 0 0 0 2,875 2,900 380 240 240 100 100 0 0 0 0
1,275 1,300 2 0 0 0 2, 900 2,925 384 244 244 104 104 0 0 0 0
1,300 1,325 96 0 0 0 2, 925 2,950 389 249 249 109 109 0 1] 0 0
1,325 1,350 101 0 0 0 2, 950 2,975 393 253 253 113 113 1] 0 o 0
1, 350 1,375 105 0 0 0 2,975 3, 000 308 258 258 118 118 0 0 0 0
1,375 1, 400 110 (1] 0 0 3, 000 3, 050 405 265 265 125 125 0 0 0 0
1,400 1,425 114 0 0 0 3, 050 3, 100 415 L 274 134 134 0 0 0 0
1,425 1, 450 119 0 0 0 3, 100 3,150 425 283 253 143 143 3 0 (1] (1]
1,450 1,475 123 0 0 0 3, 150 3, 200 435 292 202 152 152 12 (1] 0 0
1,475 1, 500 128 0 0 (1] 3, 200 3, 250 445 301 301 161 161 21 0 0 0
1, 500 1,525 132 0 0 0 3, 250 3,300 451 310 310 170 170 30 0 0 0
1,525 1, 550 137 0 0 0 3, 300 3, 350 464 319 319 179 179 30 0 0 0
1, 550 1,575 141 1 0 ] 3, 350 3, 400 474 328 3= 188 188 48 ] 0 0
1,575 1, 600 146 6 0 0 3, 400 3, 450 484 337 337 197 197 57 0 0 1]
1, 600 1,625 150 10 1] 0 3, 450 3, 500 494 346 346 206 206 66 0 0 0
1, 625 1, 650 155 15 0 0 3, 500 3, 550 504 355 355 215 215 75 0 0 0
1, 650 1,675 159 19 0 (1] 3, 550 8, 600 514 364 a4 22 24 B4 0 0 (1]
1,675 1, 700 164 24 0 0 3, 600 3, 650 524 373 373 33 3 a3 0 0 0
1, 700 1,725 168 28 0 (i} 3, 650 3, 700 534 382 as2 42 242 102 0 0 ]
1,725 1,750 173 33 0 0 3, 700 3, 750 544 301 301 251 251 m 0 0 0
1, 750 1,775 177 37 0 0 3, 750 3, 800 553 400 400 260 260 120 0 o 0
1,775 1, 800 182 42 0 0 3, 800 3, 850 563 409 400 260 260 120 0 0 0
1, 800 1,825 186 46 0 o 3, 850 3, 600 573 419 41 278 278 138 0 0 0
1,825 1, 850 191 51 o 0 3, 900 3,950 583 420 427 287 287 147 7 0 0
1, 850 1,875 195 ] 0 ] 3, 050 4, 000 593 430 436 206 206 156 16 0 0
1,875 1, 900 200 60 0 0 4, 000 4, 050 603 449 445 305 305 165 25 0 0
1, 900 1,925 204 64 0 0 4,050 4, 100 613 459 454 314 314 174 34 0 0
1,925 1,950 209 69 0 0 4,100 4,150 623 460 463 33 323 183 43 0 0
1,950 1,975 213 73 0 0 4,150 4,200 633 470 472 332 332 192 52 0 0
1,975 2,000 218 78 0 0 4, 200 4, 250 643 480 481 341 341 201 61 0 0
2,000 2,025 222 82 0 0 4, 250 4,300 652 408 490 350 350 210 70 0 0
2025 2,050 227 87 0 0 4,300 4,350 662 508 490 350 350 219 70 0 0
2,050 2,075 231 o 0 0 4, 350 4,400 672 G618 508 368 368 228 B8 0 0
2,075 2,100 236 96 0 0 4, 400 4,450 682 528 617 3 a7 37 97 0 o
2,100 2,125 240 100 0 0 4, 450 4, 500 692 538 526 a86 386 246 106 0 0
2,125 2,150 245 105 0 0 4, 500 4,550 702 548 535 305 395 255 115 0 0
2,150 2,175 240 109 0 0 4,550 4, 600 712 558 544 404 404 264 124 0 0
2,175 2, 200 254 114 0 0 4, 600 4, 650 722 568 553 414 413 273 133 0 0
2, 200 2,225 258 118 0 0 4, 650 4, 700 732 578 562 424 422 282 142 2 0
2,225 2, 250 263 123 (1} ] 4, 700 4, 750 742 688 571 434 431 201 151 11 0
2,250 2,275 267 127 o 0 4, 750 4, 800 761 597 580 443 440 300 160 20 0
2,275 2,300 272 132 o 0 4, 800 4, 850 761 607 589 453 440 309 169 20 0
2, 300 2,325 276 136 0 0 4, 850 4, 900 771 617 598 463 458 318 178 a8 0
2,325 2,350 281 141 1 0 4,900 4,950 781 627 607 473 467 327 187 e 0
2,350 2,375 285 145 5 0 4,050 5, 000 791 637 616 453 476 336 196 56 0

Page 6, in section 4 (a), strike out “table™
and insert “tables.”

Page 6, In section 4 (f) (2), strike out
*36” and insert *35.”

Pagze 8, in the table of sections, strike out
*“Sec. 84. Dividends received by individ-
uals,” and renumber the following sections
in such table accordingly.

Page 9, strike out section 34.

Page 10, renumber section 35 as section
34, and in subsection (b) (1) thereof strike
out “the sum of the credits allowable under
sections 33 and 84" and Insert “the credit
allowable under section 33 (relating to for-
eign tax credit).” L

Page 10, renumber section 36 as section 35,
and in the text thereof strike out “35" and
insert “34."”

Page 10, renumber section 37 as section 36.

Page 10, renumber section 38 as section 37,
and in subsection (a) thereof strike out “,
section 34 (relating to credit for divdends
received by individuals), and section 85" and
insert “and section 34.”

Page 11, renumber section 39 as section 38.

Page 18, in section 74 (a), strike out “117"
and insert “116.”

Page 20, in the table of sections, strike out
“Sec. 116. Partial exclusion of dividends re-
celved by individuals.” and renumber the
following sections in such table accordingly.

Pages 20 and 30, strike out section 116.

Pages 80 and 31, renumber sections 117
through 121 as sections 116 through 120.

Page 33, In section 145, strike out “36"” and
insert *35."

Pages 33 and 34, in section 151, strike out
“of $600" each place it appears.

Page 34, strike out section 151 (e) (1) (A)
and insert:

“(A) whose gross income for the calendar
year in which the taxable year of the taxpay-
er begins is less than—

“(1) $650, if such calendar year is the
calendar year 1954, or

*(ii) 8700, if such calendar year is any
subsequent calendar year; or.”

Page 34, insert at the end of section 151:

“(f) Amount of exemption: The amount
of each exemption, and of each additional
exemption, provided by this section is—

“(1) 8650, in the case of a taxable year
beginning after December 31, 1953, and be-
fore July 1, 1954; or

“(2) $700, in the case of a taxable year
beginning after June 30, 1954."




1954

Pages 48 and 49, in section 171, strike out
#35" each place it appears and Insert “34.”

Page 144, in sectlon 551 (¢), strike out “35"
and insert “34."

Page 151, in section 584 (c), strike out the
heading and first sentence of paragraph (2)
and insert:

“(2) Partially tax-exempt interest: The
proportionate share of each participant in
the amount of partially tax-exempt interest,
on obligations described in section 34 or sec-
tion 242, recelved by the common trust fund
shall be considered for purposes of such sec-
tions as having been received by such par-
ticipant.”

Page 160, in section 642 (a) (1), strike out
#35" each place it appears and insert “34.”

Pages 160 and 161, in section 642 (a),
strike out paragraph (3).

Page 161, in section 642 (b), strike out
*“2600" and insert “8$650 in the case of a tax-
able year beginning after December 31, 1958,
and before July 1, 1954, and $700 in the
case of a taxable year beginning after June
80, 1954.”

Page 162, in section 643 (a), strike out
paragraph (7).

Page 178, in section T02 (a), strike out
paragraph (5) and insert:

“(5) Dividends received from corpora-
tions.™

Page 178, In section 702 (a) (7), strike out
“35” and insert “34.”

Page 205, in section 854 (a), strike out
#“gection 34 (a) (relating to credit for divi-
dends recelved by individuals), section 116
(relating to an exclusion for dividends re-
ceived by individuals), and.”

Page 205, in section 854 (b) (1), strike
out “the credit under section 34 (a), the ex-
clusion under section 116, and.”

Page 206, in section 854 (b) (2), strike
out “the credit under section 34, the exclu-
sion under section 116, and.”

Page 219, In section 904 (a), strike out
*37" and insert “36."

122, in section 923 (a), strike out
“37" and insert “36.”

Page 223, in section 923 (d), strike out
“37” and insert “36."”

279, in section 1402 (a) (3), strike
out “35" and insert “84."

Page 407, in section 3402 (b) (1), strike

out the table and insert:

“Percentage method withholding table

A.momixg. h(_}f
one w
Payroll period Holding
exemption

Weekly. - $15.00
Biweekly .- ] 30.00
TN T AR S S e SR e B 22.00
Monthly- - e 65. 00
Quarterly. = 194. 00
Bemi 1 = 389, 00
ANMAY . e i e T78.00
Daily or miscellaneous (per day of such

2 s 2.10

Beginning on page 407, in section 3402 (¢),
strike out paragraph (1) (including the
tables on pp. 408 through 412), and insert:

*“(1) At the election of the employer with
respect to any employee, the employer shall
deduct and withhold upon the wages paid
to such employee a tax (in lieu of the tax
required to be deducted and withheld under
subsection (a)) determined in accordance
with tables prescribed by the Secretary or
his delegate. Such tables shall correspond
in form to the wage bracket withholding
tables applicable to wages paid during the
period beginning on January 1, 1954, and
ending on June 30, 1954, and shall provide
for amounts of tax in the wvarious wage
brackets approximately equal to the amounts
which would be determined if the deduc-
tlon were made under subsection (a)."

c—224
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Page 415, in section 8402 (f) (4), strike out
*“December 31, 1954," and insert “June 30,
1954."

Page 646, In section 6012 (a), strike out
“$600 or more” each place it appears in
paragraphs (1) and (3) and insert “§650
or more in the case of a taxable year be-
ginning after December 31, 1953, and before
July 1, 1954, or $700 or more in the case of
a taxable year beginning after June 30, 1854."

Page 646, In section 6012 (a) (1), strike
out “$1,200 or more” and insert *“$1,300 or
more in the case of a taxable year beginning
after December 31, 1953, and before July 1,
1954, or $1,400 or more In the case of a tax-
able year beginning after June 30, 1954.”

Page 649, in section 6013 (b) (3) (A) (ii),
strike out “$600 of gross income ($1,200” and
insert “$650 of gross income in the case of
a taxable year beginning after December 31,
1953, and before July 1, 1954, or $700 of gross
income in the case of a taxable year be-
ginning after June 30, 1954 ($1,300 or $1,400,
respectively.”

Page 649, in section 6013 (b) (3) (A) (iii),
strike out “'$600 or more ($1,200"” and insert
*“$650 or more in the case of a taxable year
beginning after December 31, 1953, and before
July 1, 1954, or 700 or more in the case of
a taxable year beginning after June 30, 1954
(81,300 or $1,400, respectively.”

Page 650, in the last sentence of section
6014 (a), strike out “34 or 38" and insert
“37.’.

Page 650, In section 6015 (a) (2), strike
out subparagraph (A) and insert:

“(A) the amount obtained by multiply-
ing—

*(1) #650, In the case of a taxable year
beginning after December 31, 1953, and
before July 1, 1954, or

“(il) $700, in the case of a taxable year
beginning after June 30, 1954,
by the number of exemptions to which he
is entitled under section 151, plus.”

Page 813, in section 7851 (a), strike out

graph (3) and Insert:

*(8) Subtitle C:

“(A) Subtitle C of this title shall apply
only with respect to remuneration paid after
December 31, 1954, except that—

“(1) chapter 22 of such subtitle shall apply
only with respect to remuneration pald after
December 31, 1954, which is for services per-
formed after such date, and

“(11) chapter 24 of such subtitle shall apply
with respect to remuneration paid after June
30, 1954.

“(B) Chapter 9 of the Internal Revenue
Code of 1939 is hereby repealed with respect
to remuneration pald after December 31,
1954, except that—

“(1) subchapter B of such chapter (and
subch. E of such chapter to the extent it
relates to subch. B) shall remain in force
and effect with respect to remuneration paid
after December 31, 1954, for services per-
formed on or before such date, and

“(il) subchapter D of such chapter is
hereby repealed with respect to remunera-
tion paid after June 30, 1954. With respect
to remuneration paid after June 30, 1954,
and before January 1, 1955, references in
subchapter E of such chapter to such sub-
chapter D shall be treated as references to
the corresponding provisions of this title.”

Mr. COOPER (interrupting the read-
ing of the motion to recommit). Mr.
Speaker, in the interest of saving time, in
view of the fact that there are several
tables included in the motion to recom-
mit, I ask unanimous consent that the
further reading of the motion be dis-
pensed with and that it be printed in
the Recorp at this point.

The SPEAKER. Is there objection to
the request of the gentleman from
Tennessee?

There was no objection.
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Mr. REED of New York. Mr. Speaker,
I move the previous question on the mo-
tion to recommit.

The previous question was ordered.

The SPEAKER. The question is on
the motion to recommit.

Mr. COOPER. Mr. Speaker, on that I
demand the yeas and nays.

The yeas and nays were ordered.

The question was taken; and there
were—yeas 204, nays 210, answered
“present” 6, not voting 14, as follows:

[Roll No. 34]
YEAS—204
Abbitt Garmatz O'Brien, .
Abernethy Gary O'Brien, N. Y.
Addonizio Gordon O'Hara, Il
Albert Granahan O'Neill
Alexander Grant Passman
Andrews Green Patman
Angell Gregory Perkins
Hagen, Calif. Pfost
Aspinall ey Philbin
Balley Pilcher
Barrett Harris Pillion
Bennett, Fla, Harrison, Va, Poage
Bentsen Polk
Blatnik Hays, Atk Powell
Boggs Hays, Ohio Preston
Boland Hébert Price
Bolling Heller Priest
Bonner Herlong Rabaut
Bowler Holifield Radwan
Holtzman Rains
Brooks, La Howell Rayburn
Brooks, Tex Ikard Reams
Brown, Ga. Jarman Rhodes, Pa,
Buchanan Johnson, Wis. Ri
Buckley Jones, Ala. Riley
Jones, Mo, Rivers
Burleson Jones, N. C Robeson, Va.
Byrd Earsten, Mo. Rodino
Byrne, Pa, Eee Rogers, Colo.
Camp Kelley, Pa Rogers, Fla.
Campbell Kelly, N. Y. Rogers, Mass,
Cannon Eeogh Rogers, Tex.
Carlyle Kilday Rooney
Carnahan King, Calif. Roosevelt
Celler Saylor
Chelf Klein Becrest
Chudoff Eluczynskl Belden
Condon Landrum Shelley
Cooley Sheppard
Cooper Lanham Steminski
Crosser Lantaff Bikes
Crumpacker Smith, Miss,
Davis, Ga. Long Spence
Dawson, I, Lucas Staggers
Deane v Steed
Delaney McCormack Sullivan
McMillan Button
Dollinger Machrowicz Teague
Donohue Mack, Il. Thomas
Donovan Madden Thompson, La,
Dorn, 8. C. Magnuson Thompson, Tex,
Dowdy Mahon Trimble
Doyle Marshall ck
Durham Matthews Van Zandt
Eberharter Metcall Vinson
Edmondson Miller, Calif, Walter
Elliott Miller, Eans. Watts
Engle Mills Wheeler
Feighan Mollohan Whitten
Morgan Wickersham
Fine Morrison Wier
Fino Moss Williams, Miss,
Fogarty Moulder Williams, N. J,
Forand Multer Willis
Forrester Murray ‘Winstead
Fountain Natcher Yates
Frazier Norrell Yorty
Friedel QO'Brien, II1. Zablockl
NAYS—210
Adalr Betts Carrigg
Allen, Calif, Bishop Cederberg
Allen, 111, Bolton, Chatham
Andersen, Frances P Chenoweth
H. Carl Bolton, Chiperfield
Andresen, Oliver P. Church
August H. Bonin Clevenger
Arends Bosch Cole, Mo.
Auchincloss Bow Cole, N. Y.
Ayres Brown, Ohio  Coon
Baker Brownson Corbett
Bates Broyhill Cotton
Beamer Budge Coudert
Becker Bushey Cretella
Belcher Bush Cunningham
Bender Byrnes, Wis. Curtls, Mass,
Berry Canfield Curtis, Mo.
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Kean Norrell Short
1, .LYLE. MTr. Speaker, I have a live Cakrhan Shuford
cu;tg:. s e maeed:N. Y. p;;fr #th the gentleman from Mich; iz QBrien,Il.  Sieminski
. O’'Brien, N. Y.
Davis, Wis Javits e Asiz.  igan, Mr. DINGELL. I he were pre::.’enI Keating Qi Y apow. |
Dommser & iSohneoe, Calit; Riehlmun he would vote “yea.” I voted “nay. Kersten, Wis. O'Hara, Minn. Simpson, Pa.
e Jonas, i Robsion, Ky ithdraw my vote and vote “present.” Keisten. O'Nell Small
Pt a0, B "'Mr. REGAN, Mr. Speaker, I have 8 oo Osmers Smith, Kans,
e o1 » .
DiEwart . Sehonk live pair with the gentleman from Texas, e g b vl
Disg o Scherer Mr. TrHORNBERRY. If he were present Enox Patterson Stauffer
Dolliver Kearney Scott . te “yea.” I voted “nay.” I grueger Pelly Stringfellow
Dondero Kearns ol g he would vote “yea, “nresent.”” TLaird Perkins Bullivan,
Dorn, N. ¥, Kea:it:ls‘ Wis. Scudder withdraw my vote and vote “pr g o Sutton
e gflrburn' Seely-Brown Mr. O'KONSKI. Mr. Speaker, I have Mne"“’m Phillips Taber
Panton, King, Pa. Shafer live pair with the gentleman from  [..y.m Pilcher Talle
gasrlaer mmgx' Sheehan %m: l\fr WEeICHEL, who is in the hos- Lantaff Pugon ;;!éﬁi‘u
» . ] ham
i s Shutora pital. Ivoted “yea.” 1f he were present Latham Ptk Thompson, La.
Gamnta Latham Simpson, TIL. he would vote “nay.” I withdraw my piccomp Preston TR,
Opatngs R eyl vote and vote “present.” a Priast Thompson, Tex.
fasty o Smith, Kans. Mr. BENNETT of Michigan. Mr. Lyle Prouty Tollefson
g::?“’ Mgnnell Smith, Va. Speaker, I have a live pair with the gelrll- McConnell Radwan 3& S
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Gwinn i e e Mr. FULTON changed his vote from Mcvey = Hees.} it
B T MarusTows Thampeon, “yea” to “nay.” Mack, Wash.  Rhodes, Ariz, Walter
Halleck Mason 'rc:&cfgﬁn The result of the vote was announced Magnuﬁon g.{:.codea, Pa. Warb?:.rton
Hand e Utt as above recorded. Mattitara Riehlman il
Sardan sk Van Pelt The SPEAKER. The question is on Martin, Towa Riley Westland
Harrison, Nebr. Merrowud Valds e ? th o bill s ol A Wharton
Harrison, Wyo. Mlllel‘.N Sy Worys the passage o e - Mmatthews Robsion, Ky.  Wheeler
Heslton  Miller,N.¥.  Vursel Mr. MILLS. Mr. Speaker, on that I Maitne Eobslor Wickorsharn
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Houor Prouty Young Alem BT Sherans Gregory Natcher el i
D sk Ray Younger AL Cole, N. Y. Gross Neal Shafer Young
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KHaTY e Welchel gou:;.g Doylev Hoffman, T11 Dawson, T, Long Teague
Mr. O'Eonskl for, with Mr. elc e Drhaih Hoffman, Mich, Dawson, Utah McCarthy Trimble
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Speak. Bua!j;e Fisher Hosmer Dayis, Tenn,
Mr. DAVIS of Tennessee. Mr. Speak- 5 Fogarty Howell 14
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Until further notice.

Mr. Bentley with Mr. Evins.

Mr. Clardy with Mr. Barden.

Mr. Weichel with Mr. Fallon.

Mr. Bramblett with Mr. Thornberry.

Mr. O'HARA of Illinois changed his
vote from “nay” to “yea.”

Mr. DAVIS of Tennessee. Mr. Speak=-
er, I have a live pair with the gentleman
from Iowa, Mr. Jexsen. If he were
present he would have voted “yea.” 1
voted “nay.”” I withdraw my vote and
vote “present.”

The result of the vote was announced
as above recorded.

A motion to reconsider was laid on
the table.

ADJOURNMENT OVER AND PRO-
GRAM FOR NEXT WEEK

Mr. HALLECK. Mr. Speaker, I ask
unanimous consent that when the House
adjourns today it adjourn to meet at
noon on Monday next.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana? .

Mr. RAYBURN. Mr. Speaker, re-
serving the right to object, and I shall
not object, I should like to inquire of
the gentleman from Indiana what is
the program for next week.

. HALLECK. I shall be glad to an-
nounce the program for next week.

First, if this request is granted, I shall
ask unanimous consent that the Com-
mittee on Rules may have until mid-
night tomorrow night to file rules.

Monday is District of Columbia Day.
There is a bill from that committee,
H. R. 8097, having to do with taxes in
the District of Columbia and public
works. It is a matter of considerable
consequence. We expect to call that on
Monday.

On Tuesday and for the balance of
the week we expect to have ready the
third supplemental appropriation bill,
then H. R. 8152, regarding the veterans’
loan program, from the Committee on
Veterans® Affairs.

If any other rules are granted I shall
of course let the gentleman from Texas
know immediately, and any further pro-
gram will be announced.

If there are any conference reports,
of course they are in order at any time.

Mr. RAYBURN. I withdraw my res-
ervation of objection, Mr. Speaker.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana?

There was no objection.

COMMITTEE ON RULES

Mr. HALLECEK. Mr. Speaker, I ask
unanimous consent that the Committee
on Rules may have until midnight to-
morrow night to file reports.

The SPEAKER. Is there objection
to the request of the gentleman from
Indiana?

There was no objection.

AUTHORIZATION TO SIGN
ENROLLED BILLS

Mr. HALLECK. Mr. Speaker, I ask
unanimous consent that notwithstand-
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ing the adjournment of the House until
Monday next the Clerk be authorized
to receive messages from the Senate and
that the Speaker be authorized to sign
any enrolled bills and joint resolutions
duly passed by the two Houses and found
truly enrolled.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana?

There was no objection.

BROWNSON SUBCOMMITTEE, COM-
MITTEE ON GOVERNMENT OP-
ERATIONS

Mrs. ST. GEORGE. Mr. Speaker, I
ask unanimous consent to extend my
remarks at this point in the RECORD.

The SPEAKER. Is there objection to
the request of the gentlewoman from
New York?

There was no objection.

Mrs. ST. GEORGE. Mr. Speaker, on
Monday of this week the very distin-
guished chairman of the Committee on
Government Operations had some words
of wisdom for the House, on the subject
of the expenses incurred by congres=-
sional committee in their travels.

The distinguished chairman said, and
I quote:

A year or two ago three members of a sub-
committee of the Committee on Government
Operations made trips abroad. One was for
42 days in a Government plane. That com-
mittee made a worthwhile report. If fol-
lowed through perhaps substantial savings
will be made if its recommendations are
adopted.

More recently, to be specific, from Septem-
ber 27, 1953, to October 24, 1953, a perlod of
24 days, a subcommittee headed by the chair-
man, the gentleman from Indiana [Mr.
BrownsoN] and the gentleman from Michi-
gan [Mr. Meaper] took fwo members of the
stafl and both Mr. BRownNsoN and Mr. MEADER
went on a 24-day trip around the world.
They traveled from San Francisco to Hono-
lulu, to Tokyo, to Korea, to Tokyo, to Manila,
to Honolulu, to San Francisco, to Washing-
ton, D. C. The reported cost of that trip was
$1,311.75.

That, however, was not the total cost.
That figure does not include the cost of
transportation by Government plane. The
figure given represents the per diem cost, not
other costs. Had the trip been made by
commercial airlines for a party of 5, by
chartered plane, the cost would have been
in a DC—4, #51,514.75; in a DC-6, $79,301.75.
Had the trip been made on a commercial
plane, first-class reservation with berth, the
transportation cost would have been $8,999.
These figures, however, do not include costs
of meals or lodgings away Irom the plane.

Now, of course, no one supports the
chairman in his desire for economy more
heartily than the Member now address-
ing the House, and no one is more cog-
nizant of the chairman’s desire to be
entirely fair and unprejudiced in his
remarks.

From the passage just quoted it would
appear that the first subcommittee men-
tioned had done a fine job and an eco-
nomical one, but that the second sub-
committee, namely, the Brownson sub-
committee, was in a different category.

Now, of course, I realize that the
chairman never wanted to give any such
impression, because it is not a correct
impression.
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The chairman seems to quarrel with
the figure of $1,311.75 as the cost of the
trip taken to Japan and Korea by the
subcommittee. I will admit that it is
inecredibly low, bui the figure is abso-
lutely correct.

Let me say that I was a member of this
subcommittee, although the chairman
does not seem to realize that I was along,
gjl;lilch I do not hold in any way against

The chairman, in the last paragraph I
have quoted, seems to be under the mis-
apprehension that the Brownson sub-
committee commandeered a DC—4 or a
DC-6, he is not too particular as to
which, at a cost to the Government of
$51,514.75 or $79,301.75. Had the sub-
committee done such a thing, it would
have been a grievous fault. But, the
subcommittee actually traveled in mili-
tary transport planes that were on their
regular flights and were filled with men
and women of the Armed Forces and
their dependents. We traveled with
them and in the same manner, and it cost
the Government no more to transport us
than any enlisted man. The traveling
was neither comfortable nor luxurious.
In faet, it can best be described as cheap
and nasty. However, we would not have
wanted to go any other way. We saw
what our troops and their dependents
have to put up with. We got to know
them, and to admire their good nature
and their indomitable sense of humor.

I know that when our report comes out
the chairman, with his usual fairness and
sense of proportion, will commend the
Brownson subcommittee for a worth-
while job well done at the amazingly low
cost of $1,311.75.

AMENDMENT OF FAIR LABOR
STANDARDS ACT

Mr. UTT. Mr. Speaker, I ask unani-
mous consent to extend my remarks at
this point in the RECORD.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia?

There was no objection.

Mr. UTT. Mr. Speaker, on March 10
I introduced H. R. 8333, to amend the
Fair Labor Standards Act of 1938, as
amended. This bill defines the inclu-
sions under “State” in the act. It in-
cludes “any State of the United States,
or the District of Columbia, Alaska,
Hawaii, Virgin Islands, and the Com-
monwealth of Puerfo Rico.” I infro-
duced this legislation after reviewing the
problems that now exist on American
Samoa and Guam. These islands were
under jurisdiction of the Department of
the Navy and were used for defense and
supply bases at the time the Fair Labor
Standards Act of 1938 was drafted.
There was no way of knowing that some
day the jurisdiction would be passed on
to the Department of Interior and out-
side industry would be invited to move
in. The Fair Labor Standards Act,
which had no meaning to the two islands
in the early days, now presents a barrier
to all who might want to accept this
invitation.

As an example, in American Samoa
where a corporation has leased govern-
ment equipment from the United States
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for the purpose of operating a factory
by training natives in the necessary
skills, they are now having to operate
under the wage and hour law. However,
conditions in Samoa are so different from
those in the continental United States
that it is neither for the best interest of
the natives of Samoa nor of the United
States that the wage and hour law be
applicable to American Samoa.

Not so fortunate were the contractors
for the Defense Department who, in
building defense installations on Guam,
brought 12,000 Filipinos to the island for
that work, and in order not to disturb
the existing economy of the island, paid
prevailing wages. They are now being
used under the provisions of the Fair
T.abor Standards Act for double damages.
You can readily see how, if the act were
to continue in its present form of ap-
plicability to these two islands, it would
soon result in a loss to the United States
taxpayer of millions of dollars.

The mode and standard of living in
the islands is quite different from that of
the United States, and the natives re-
quire or desire few outside luxuries.
Before 1944, there was one general store
that supplied most of the needs of Ameri-
can Samoa. A native worked for several
days, under the prevailing wage, to ac-
quire $1, which went a long way in
providing for his needs.

Enforcement of the standards of the
wage and hour law, as they apply to
the United States would result in eco-
nomiec disaster if the islands should go
back to their ordinary status with the
withdrawal of defense work. Industries
that are looking for markets in Australia,
New Zealand, and the adjacent islands
have expressed an interest in locating in
American Samoa and Guam because
they want to operate under American
protection. But with the Fair Labor
Standards Act in effect, this badly needed
industry will not settle there and with-
out it, the economy will be seriously
threatened.

Inasmuch as these two islands are a
part of the South Pacific or Asiatic econ-
omy, and as they are presided over by
governors, with separate legislative
bodies, I believe that they are fully capa-
ble and should have the privilege of
establishing labor standards suitable for
their respective islands. They recognize
the conditions, both locally and in the
surrounding areas, and I think their
views should be taken into consideration
for the best interest of all concerned.
This legislation is now before the House
Education and Labor Committee and I
trust that the committee will give H. R.
8333 favorable consideration and that it
will then be approved by this body.

COMMITTEE ON GOVERNMENT
OPERATIONS

Mr. HOFFMAN of Michigan, Mr.,
Speaker, I ask unanimous consent that
the Committee on Government Opera-
tions may have until midnight tomorrow
night to file reports.

The SPEAKER. Is there objection to
the request of the gentleman from
Michigan?

There was no objection.

CONGRESSIONAL RECORD — HOUSE

THE PRESIDENT'S TAX PROGRAM

Mr. HOSMER. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point.

The SPEAKER. Is there objection to
the request of the gentleman from Cali-
fornia?

There were no objections.

Mr. HOSMER. Mr. Speaker, this rag-
ing debate on the tax bill seems to have
submerged in the minds of some just
what our Government is and what its
relation to the people of our country
really is.

The Government is we, the people of
the United States; the people are the
Government. As a citizen, each of us
is a stockholder in the biggest business
in the world—the United States of
America. If that business goes bust, you
go bust, we all go bust.

For no government is an earner. No
government is a producer. Everything
produced is produced by the people.
Everything that a government says it
will give the people, it first must take
away from the people. That is a funda-
mental fact.

But it is so misunderstood that it is
the basis for most of the misconceptions
that are foisted on us by people who
misconstrue the fact that, in the long
run, no government can ever take care
of them. They, the people, must take
care of themselves. True, those less-
fortunate individuals may be assisted in
periods of need. But this assistance
comes from their fellow citizens acting
by and through their government, not
from the “government” as something in
the abstract.

Moreover, there are some among us
who deliberately mislead by saying, for
example, that competitive enterprise,
which really makes this country great,
is instead a great evil and an instrument
of exploitation. This is the line of the
Socialists and Communists.

You would think from their statements
that this country grew to be the greatest
Nation on earth by doing everything
wrong. It is a humiliating experience,
it seems to me—and it must to you—to
hear conditions on one's own country
spoken of in a bitter way and the future
spoken about in a bitter way. But we
have all had that experience and we are
having it right now.

What good would a tax reduction of
50 cents or even $1.50 a week be to a man
without a job?

What person with any sense of fiscal
responsibility and real concern for the
welfare of his fellow Americans would
do this: seek personal political advan-
tage from the shallow illusion of a
meager tax cut if it means the very jobs
upon which these fellow Americans de-
pend for the livelihood of themselves
and their families?

The Eisenhower tax program, as pre-
sented by the majority leadership of this
House, gives over $7 billion of tax relief
to the American people. Yet it recog-
nizes the very fundamentals of the free-
enterprise system that is America.

It recognizes that everything produced
is produced by the people. It recognizes
that everything a government says it will
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give the people, it first must take away
from them.

It recognizes that only through the
proper functioning of the free-enterprise
system of this country—businesses, big
and small—giving jobs to our people, can
our people produce that which enables
them to live, and to live with the highest
standard of living ever known to any
pecple of any land in any period of the
world’s history.

This Eisenhower tax program recog-
nizes that you must have purchasers for
the iron and steel that heavy indus-
try produces, and for the hard goods that
other vital industries of our land pro-
duce. For unless you find those pur-
chasers, these industries close down and
men's jobs are lost and families go
hungry.

Our sound leadership recognizes that
the products of these industries are not
purchased by individuals out of 50 cents
to $1.50 per week-tax reductions, but by
other businesses, big and small, which
thus, directly or indirectly, employ the
people of our country and must be kept
employing them.

Our administration realizes that to
keep our system working, to keep Amer-
icans employed, you must have pur-
chasers for both soft goods and hard
goods, that the incentives from tax re-
ductions must be shared by individuals
and ,those who employ them.

And we can thank the Heavenly
Father that our administration has the
courage to stand up for what is right
for America and Americans in the face
of politically inspired attacks on its tax
programs. We can give thanks that men
here in this House have the courage to
stand fast on this great issue—stand
beside their fellow Americans—see that
a program passes this House that will
give their fellow citizens a chance to en-
joy the rewards of an expanding, dy-
namic, free-enterprise economy.

It is good to know that in this genera-
tion of Americans there are men who will
stand up for what is right for America,
just as there were men in past genera-
tions who possessed such courage. And
by reason of that courage passed on to
us today the great heritage that is our
country,

It is good to sense right this moment,
on the floor of this great deliberative
body, a feeling of cool determination
amongst us to see through what we nor-
mally know is right. It is good to sense
at this moment a feeling of courageous
determination to resist the irritations of
personal political abuse and the tempta-
tion to do something for personal politi-
cal gain that is not right for America.

In the last few days, Mr. Speaker,
other aspects of this great issue were
sumed up by Mr. David Lawrence, a
Democrat, much more forcefully than
I can discuss them. By the unanimous
consent of Members of the House of Rep-
resentatives, I include extracts from his
summation:

To pit class agalnst class, to picture as
enemies of the workingman the businessmen
of the country whose genius of organization
and creative ability has made millions of
Jobs and an expanding economy, is the basie
purpose of Communist propaganda in
America. But unhappily it is also the co-
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incident objective today of the Democratic
Party's leadership when it seeks, for partisan
purposes, to wreck the national economy by
forcing, if it can, a budget that will be un-
balanced by #8 billion to 10 billion a year.

This is the real issue which has arisen in
Congress as a consequence of a drive to win
votes by removing many millions of persons
from the tax rolls and at the same time
choking the expansion of American business
by defeating proposals that would stimulate
capital investment. This could only result
in a serlous depression, a drastic curtail-
ment of the American dollar’s purchasing
power, and a grave threat to private cap-
italism.

President Eisenhower's address was mild in
tone, but it made a persuasive argument
against the rald on the Treasury which has
been begun by the Democrats, aided by some
politically timid Republicans.

For many years now national socialism,
whether in Nazi Germany or in Communist
Russia, has condemned the American sys-
tem of private capitalism. Nowhere in the
world, however, have there been such a high
standard of living and such high wages as the
American workingman enjoys under the pri-
vate capital system.

- - L . L]

Private capitalism stands today at the
crossroads in Congress. The Eisenhower ad-
ministration came into power with the hope
of undoing the insidious damage done by
the “leftwingers” of the New Deal and Fair
Deal—those who believed in huge financial
deficits for the Treasury and in tax rates
that have penalized the successful and the
thrifty. Under the guise of liberalism,
many of these radical Socialists have fought
the Eisenhower administration, using fre-
quently such terms as “millionaire admin-
istration” and a “rich man's cabinet”—all
for the purpose of awakening bitter resent-
ments among the people and creating a bit-
ter feeling of class against class. It is even
looked upon as a sin to invite into Govern-
ment men who have been successful in
business.

* * * * .

From the core of the controversy over taxes
is whether or not the personal exemption,
which is now at $600, shall be increased to
8700—thus saving less than a dollar a week
in taxes, and also relieving many millions
of citizens from the payment of any income
taxes at all. If the exemption is adopted
by Congress, the whole job-creating plan of
the administration—designed to ward off de-
pression and encourage business expansion—
will be imperiled and the Treasury will lose
$2.5 billion in revenue besides. * * *

It is supposed to be politically popular in
a year of congressional elections to vote to
increase exemptions from taxes but, if it
produces economic chaos and starts the Na-
tion on the road to public bankruptcy, it is
difficult to see how the wrecking crew itself
can escape punishment at the polls.

The outcome of the vote in Congress on
this issue will strengthen or shake public
confidence, depending on whether common
sense or demagogery is triumphant. It will
go far toward answering the question of
whether in the coming decade a large-scale
confiscation of private property can be
avolded and America saved from leftwing
radicalism—the twin brother of Commu-
nist socialism.

JOINT CONGRESSIONAL COMMIT-
TEE ON INFORMATION, INTELLI-
GENCE, AND SECURITY
Mr. McCARTHY. Mr. Speaker, I ask

unanimous consent to extend my re-

marks at this point.

The SPEAKER. Is there objection to
the request of the gentleman from Min-
nesota?

There was no objection.
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Mr. McCARTHY. Mr. Speaker, I have
today introduced a joint resolution pro-
viding for the establishment of a Joint
Congressional Committee on Informa-
tion, Intelligence, and Security. This
resolution provides that the committee
be made up of 18 Members of Congress,
9 to be appointed from the Senate by
the President of that body, and 9 from
the House of Representatives by the
Speaker of the House, providing further
that, in each instance, not more than
5 Members shall be appointed from the
same political party.

This joint committee is authorized to
make continuing studies of the infor-
mation, intelligence, and security activ-
ities of the Government of the United
States. Included in its jurisdiction will
be the United States Information
Agency, the Central Intellizence Agency,
and any units or officers of Government
departments conducting intelligence,
information, or security activities of the
Government of the United States.

The need for coordination of these
three general fields of activity is obvious.
Last year Congress and the administra-
tion acted to centralize and coordinate
all information activities in one agency.
In his message accompanying Reorgani-
zation Plan No. 8 last year, President
Eisenhower stated that activities of this
type must be “subject to special guidance
and control in view of their direct rela-
tion to the conduct of foreign policy
and national security.” The establish-
ment of the USIA last year provided for
such special guidance and control ad-
ministratively, but Congress has failed
to provide for similar control and direc-
tion by the legislative branch of the
Government.

The need for coordinated direction
and supervision of the information pro-
gram is further demonstrated by the
difficulties the information program has
suffered in recent years. During the
course of the last year the prinecipal in-
formation agency of the Government
was investigated by two different con-
gressional committees. The findings of
the two committees were in many re-
spects contradictory, thus contributing
to confusion in the public mind and in
the minds of Members of Congress, not
to mention the confusion of mind in
foreign countries in which United States
information offices were operating.
More significant than the criticism of
lack of efficiency and operations is the
criticism of policies, Walter Lippmann,
for example, has expressed the judgment
that—

What goes by the name of psychelogical
warfare in Washington * * * jsa s0ITY sub-
stitute for an effective policy * * *. The
real damage is done not to the adversary, but
to ourselves.

Dorothy Thompson, in commenting on
the paralysis in the Voice of America last
summer, wrote:

The cause is lack of understanding of the
prevailing state of mind in the world and
failure to correctly analyze its mounting
currents, with the result that our psycho-
logical warfare is without psychology and
is bouncing right back on our own heads.

The Central Intelligence Agency, like
the USIA, is an independent agency, and
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is responsible to no one congressional
agency. Coordination of intelligence
work has been recognized as so im-
portant that administrative centraliza-
tion has been provided. Congress should
provide similar unified and centralized
control also. Sensitive and highly se-
cret work, such as that relating to atomic
energy, has been capably and responsibly
handled through the Committee on
Atomic Energy. There is no reason to
believe that a similar responsible com-
mittee on intelligence, information, and
security could not be set up by the Con-
gress. In recent months there has been
growing criticism, expression of doubts,
regarding the operations of the CIA.
It is imperative, therefore, that Congress
act to prevent the development of a sit-
uation similar to that which did develop
wtith reference to the information agen-
cies of the United States Government.

Intelligence, information, and security
are so closely interrelated that joint su-
pervision is desirable and necessary.
Separate committees on each one of
these activities, or the present system
of multiple reporting to various con-
gressional committees, cannot bring
about coordination, or satisfactory over-
all policy and program determination.
At best, they can merely check on the
efficiency of piecemeal operations. The
cause of better intelligence operations,
better information activities, and a bet=
ter security program should be advanced
through the establishment of the joint
fjommlt.tee recommended in this resolu-

on,

THE TAX BILL

Mr. EBERHARTER. Mr. Speaker, I
ask unanimous consent to extend my
remarks at this point and include a let-
ter from the Americans for Demoecratic
Action outlining their position with re-
spect to the present tax bill.

The SPEAKER. Is there objection to
the request of the gentleman from
Pennsylvania?

There was no objection.

Mr. EBERHARTER. Mr. Speaker,
the letter is as follows:

AMERICANS FOR DEMOCRATIC ACTION,
March 18, 1954.

DeAr CONGRESSMAN: Americans for Demo-
cratic Actlon takes this oceasion to bring to
your attention some considerations which we
think will prompt you to vote for the re-
commital of the proposed Revenue Act of
1954. We believe that both equity and eco-
nomic policy will be best served if instead
of the proposed tax reduction on income
from dividends, the House were to adopt an
increase in the personal exemptions allowed
under the individual income-tax law.

There appears to be general agreement that
Federal revenues, and therefore Federal tax
rates, must be maintained at high levels so
long as our national security is threatened
by Communist aggression. There is also
agreement that this tax burden should be
equitably apportioned among our people ac-
cording to their ability to pay and in such a
way as to preserve our standards of lving
and, at the same time, provide incentives
and capital funds for economic growth.

The basic disagreement centers around the
determination of the means by which these
objectives can best be met. We submit that
in making this determination the following
considerations should weigh heavily in your
decisions—
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The dangers of Inflation at present are
much less than the dangers of underemploy=-
ment of our resources, which are aggravating
the recessionary trend in the economy.

The recovery from the economic decline
can hest be encouraged by a balanced combi=
nation of incentives to consumption and in-
centives to business investment. Adequate
consumer demand is an absolute prerequi-
site to continued investment, and no atten-
tion has been given this aspect of the prob-
lem in the present bill.

Reasons of equity as well as economic rea-
sons demand priority of tax relief for low-
income families.

We submit, further, that the tax bill now
before the House, when taken in conjunction
with the tax changes already going into effect
this year, does not give adequate weight to
these considerations:

1. More than one-half of our families
are now paying more taxes than they did
in 1953, for the reduction in personal income
taxes on January 1 was more than offset
by soclal-security tax Increase for those
families with incomes of $3,500 or less.

2. The repeal of the excess-profits tax
has lightened the corporate tax burden and
increased funds annually available for divi-
dends or investment by $2 billion.

8. The proposed reduction of exclse-tax
rates will add $912 million to consumers”
purchasing power, but disproportionately on
luxuries and semiluxuries. The taxes on
cigarettes and gasoline—the two common
commodities most heavily taxed—have not
been changed. (This is not to advocate that
they should be reduced; we merely point
to the limited effects of the reductions now
being enacted.)

4. The general overhaul of the tax system
contains several provisions which, in the
misuse of the label “equity” may have far-
reaching consequences in shifting the burden
of taxes and in their economic and social
effects. We refer especlally to the more fa-
vorable treatment of depreciation of busi-
ness assets, which will further lighten the
burden of business taxes; and the tax credit
for dividend income, which as it has been
repeatedly pointed out, will result in $240
million (8840 million annually by 1956)
in tax relief, almost all of it to a compara-
tive handful of high-income families. The
argunrent of double taxation here is relevant
only in the narrowest, most technical sense;
all consumers and all businesses pay many
taxes in many forms out of their incomes.

It seems to us that the net effect of these
measures is not only inequitable but eco-
nomically dangerous.

ADA bellieves the economic decline that
has been in progress need mot and should
not be permitted to develop into a prolonged
recession. We see little evidence to support
the contention that the decline has been
caused by the high level of personal or busi-
ness tax rates or by lack of funds or incen-
tives for investment. On the contrary, both
profits (after taxes) and investment have
been at record levels (214 to 3 times prewar).
Corporate earnings have provided incentives,
and individual and corporate savings have
provided ample funds, even at 1953 tax levels,
There is nothing to dampen the rate of in-
vestment—except the prospect of a failing
consumer market for the products and serv-
ices of business.

Here 1s the difference between this decline
and that of 1949-50. In 1949 there was still
a residue of buoyant consumer demand
deferred from the war years; today there is
not. Consumers are well stocked and able
to defer expenditures if they feel thelr future
is uncertain. Additional spendable income
in the hands of consumers is the most effec-
tive way to strengthen business incentive.
The additional income to be gained from tax
reduction should be channeled to families of
the lower half of the income scale, for these
familles spend most of what they get; the
evidence shows most of the saving is con=-
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fined to the upper reaches of the income
scale.

This argues strongly on economic grounds
for the increase of the personal exemption
for the taxpayer, his spouse, and each de-
pendent, for this will quickly add billions to
the stream of purchasing power. In this
case, reasons of equity support economic
reasons: the present $600 personal exemption
has been severely depreciated by price in-
creases since it was enacted in 1948.

We believe this is a matter of the greatest
importance. Experience has shown that it
is easler to stop a mild inflation than a
decline; it is better to err on the side of
caution rather than risk further protracted
underemployment., The country, business,
consumers, and the Treasury, have much
more to lose by a decline in national income
than by the loss of revenue by raising the
exemption.

ADA, therefore, urges you to vote to recom-
mit this bill with instructions to substitute
increased personal exemptions for the pres-
ent tax reduction on income from dividends.

Respectfully yours,
ROBERT R. NATHAN,

Chairman, Executive Committee, Amer=

icans jfor Democratic Action.

PHILADELPHIA ON BRINK OF DIS-
TRESSED EMPLOYMENT AREA

Mr. BARRETT. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point.

The SPEAKER. Is there objection to
the request of the gentleman from
Pennsylvania?

There was no objection.

Mr. BARRETT. Mr. Speaker, There
is every indication in my home city of
Philadelphia that the unemployment
situation is growing more serious by the
day. According to last week’s Bureau
of the Census report, average unemploy=-
ment throughout the country is approxi-
mately 6 percent. It is only logical to
assume that this reflects large-scale un-
employment in our larger cities where
our large industrial forces are concen-
trated.

I strongly predict from my personal
observation that Philadelphia already
qualifies as a group IV—or distressed la-
bor market—area. It is unfortunate
that the Federal agencies which compile
employment statistics do not report im-
mediately significant changes in the la-
bor market for the 10 largest cities of
the United States, but rather make it a
policy to release concurrently nationwide
reports.

The latest information from the Bu-
reau of Employment Security of the
Labor Department indicates that Phila-
delphia now stands just below the cut-
off for being classified as a distressed em-
ployment area. The cutoff figure is 6
percent and today’'s unemployment per-
centage for Philadelphia is 5.85 percent
The Labor Department considers several
other factors in addition to the percent-
age of unemployment before making the
final determination on classifying an
area as “distressed.” These include: Is
the unemployment seasonal? Is it tem-
porary? That is, are the employees
on call-back status or are they stock
workers? Does the area have facilities

capable of fulfilling Federal procurement
contracts?

Inasmuch as Philadelphia is merely a
fraction of a percent—0.15 percent—be-
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low the 6-percent cutoff level, and quali-
fies as a distress labor market area as
far as the other aforementionel factors
are concerned, I believe it should imme-
diately be given priority in the awarding
of Government contracts., In fact, I
would not be surprised if Philadelphia
has already passed the 6-percent figure.
I have repeatedly called to the attention
of the administration the seriousness of
Philadelphia’s employment situation. I
have pleaded that our area be given
special consideration in the awarding of
Government contracts, especially in the
shipbuilding field. However, despite
these pleadings and forewarnings, the
administration has continued to treat
Philadelphia like a stepchild, not giving
it priority in contracts and continuing to
direct large-scale reductions in force at
the many Government installations
which are in my congressional district,
including the Philadelphia naval ship-
yard, the Marine Corps Depot, and the
United States Army Quartermaster
Depot.

In view of the urgency and impor-
tance of this situation, I think it appro-
priate to insert here a copy of my press
release of Saturday, March 13, 1954,
which includes the text of my telegram
to the President on this subject:

In view of yesterday's Bureau of Census
report that more than one-half million Amer-
icans joined the unemployment roster last
month (February) bringing the total of un-
employed in the country to 3,671,000, I have
today sent to President Eisenhower the fol-
lowing telegram:

“In view yesterday's Bureau of Census re-
port that unemployment throughout coun-
try increased half million during past month
I strongly urge that you propose to Congress
at this time your plan for stimulating busi-
ness and Increasing employment as indicated
your press conference February 17, 1954. Al-
though several public-works bills are pend-
ing before Congress undoubtedly the lead-
ers of the House and Senate are awaliting
your prescription for remedying the affiic-
tion of Nation which started like common
cold several months ago and has now prog-
ressed to state of virus infectlon. The fever
of unemployment is constantly and rapidly
rising. All indications are that the malady
will become worse unless research into causes
abandoned temporarily in favor of empha-
sis on remedial measures. I strongly urge
that you recommend to Republican leaders
of House and Senate that priority be given
to legislation to public works,
distribution of surplus commodities to the
needy at home, and Federal unemployment
and welfare benefits. Delaying positive pro-
gram for curbing unemployment until May
as suggested by several Cabinet members
may result in insufficient time for enactment

necessary legislation prior congressional re-
turn to home and hustings.”

Yesterday’'s alarming report of the
Bureau of the Census followed close on
the heels of the forecasts of Secretary
of the Treasury Humphrey and Secre-
tary of Labor Mitchell that unemploy-
ment would remain stable and business
conditions would improve. There have
been many attempts by the administra-
tion to disguise the serious implications
of the last several census reports. The
New Look at the cold facts promised by
the administration is now scheduled for
May. The excuse is given that the rise
in unemployment in January reflects the
end of the high retail activity during the
Thanksgiving-Christmas season, the hin-
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drance of outdoor business activities be-
cause of inclement weather, and the low
ebb of the farm-labor cycle. It will be
interesting to note the explanation given
for the continued rise in unemployment
in February, when manufacturing in-
dustries suffered the greatest loss.

When almost 4 million of a total ci-
vilian labor force of approximately 62
million are unemployed, this gives an
unemployment figure of approximately
6 percent. When the Bureau of Labor
Statisties reports that surplus labor ex-
ceeds 5 percent of the labor market in
a given area, the Bureau of Employment
Security designates that area as group
IV—or a distressed labor area. It should
follow then that if average unemploy-
ment through the entire country exceeds
5 percent—and it does—the Government
should consider this a crisis and take
immediate steps to induce business ac-
tivities throughout the country and pro-
mote public-works projects.

All indications are that the so-called
healthy transition from a wartime to
a peacetime economy was never injected
with the proper antibiotics, and the
economy of our country has almost
lapsed into a coma. It is incumbent
upon the Federal Government to oﬁgr
a remedy now and not continue to wait
for the temporary seasonal stimuli of
the summer months. There could be no
more appropriate time than the Ides of
March to disperse the clouds of potential
disaster that are accumulating through-
out the country. :

A positive program for insuring full
employment is sorely needed now. Re-
lief rolls in major cities throughout the
country have been rapidly climbing.
While these persons await their meager
checks, the administration slowly pon-
ders over whether to offer surplus com-
modities from our bulging warehouses
to them or to send them abroad. How
could there be any question as to who is
more entitled to these surpluses?

The almost 4 million unemployed in
the country are not primarily concerned
at this time as to whether there will be a
reduction in excise taxes or personal in-
come taxes. They do not have the as-
surance of any type of income. I strong-
ly urge that the administration’s lead-
ers in Congress give priority to public
works projects over all other legislation,
While I am wholeheartedly in favor of
reducing or repealing of excise taxes and
increasing personal income tax exemp-
tions up to $1,000, I believe that the first
obligation of the Government is to the
unemployed.

Unless the administration immediately
diverts its attentions from intra- and
inter-party political feuds, it may find it-
self repeating the history of the early
thirties. So much time is being devoted
to arguing over the methods of detecting
Communists that the responsible author-
ities are losing sight of the greatest
breeder of communism—unemployment.

COMMITTEE ON MERCHANT MARINE
AND FISHERIES
Mr. HALLECK. Mr. Speaker, I ask
unanimous consent for the immediate
consideration of House Resolution 478,
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The Clerk read the resolution, as fol-
lows:

Resolved, That powers and duties con-
ferred upon the chairman of the Committee
on Merchant Marine and Fisheries by House
Resolution 197 and House Resolution 198 of
the 83d Congress may be exercised during the
absence of the chairman of that committee
by the mnext ranking majority member
thereof until otherwise ordered by the House.

The resolution was agreed to, and a
motion to reconsider was laid on the
table.

VETERANS’ LEGISLATION

The SPEAKER. Under previous or-
der of the House, the gentlewoman from
Massachusetts [Mrs. Rocers] is recog-
nized for 5 minutes.

Mrs. ROGERS of Massachusetts. Mr.
Speaker, I am happy to tell the House
that yesterday the President signed two
bills of considerable importance to the
veterans of this country. The first bill
which was sponsored by the gentleman
from Pennsylvania [Mr. Bonin] is now
Public Law 308, It affects insurance
cases, both World War I and World War
II veterans,

The law, as amended by Public Law
308, provides that in any case in which a
contract or policy of insurance is can-
celed after the date of enactment because
of fraud that the Veterans’ Administra-
tion is authorized to refund to the in-
sured, if living, or if deceased, to the per-
son designated as beneficiary, all the
money, without interest, paid as premi-
ums on such insurance contract subse-
quent to 2 years after the date of issu-
ance. In effect, this means, for exam-
ple, if a veteran dies and the beneficiary
makes application for the proceeds of the
policy a fraud is found to exist all the
premiums paid after the 2-year period
will be refunded to the beneficiary.
Prior to the enactment of this law the
beneficiary or the insured received noth-
ing in return. Two years' premiums
were withheld on the basis that the ad-
ministrative cost to the Government
should be reimbursed in this amount.

The second bill approved by the Pres-
ident is Public Law 311 sponsored by the
gentleman from Ohio [Mr. SECREST.]
This law provides that a rating of total
disability or permanent total disability
which has been made for compensation,
pension, or insurance purposes under VA
laws which has been continuously in
force for 20 or more years shall not
thereafter be reduced. The net effect of
the law is to prevent future physical
examination in the case of veterans who
have had such a disability for 20 contin-
uous years. In practice, veterans prior
to the enactment of this law were called
in from time to time for periodic exam-
ination, In nearly all cases there was
never any change in the rating. It was
thus a waste of administrative funds to
have these periodic reexaminations. I
believe that this measure will be a real
safeguard to the veteran and at the same
time provide some small savings to the
Government.
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PROVIDING DIRECT LOANS TO
VETERANS

Mr. ROGERS of Massachusetts. Mr.
Speaker, I also want to announce to the
House that on Monday morning at 10:30
a. m., the Committee on Rules has called
a meeting of that committee to hear the
application for a rule on the Ayres bill,
introduced by the gentleman from Ohio
[Mr. A¥res], which will extend for a year
direct loans to veterans and also provide
$100 million for that purpose. That also
will be of great benefit to veterans.

GENERAL LEAVE TO EXTEND

Mr. HALLECEK. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days to extend
their remarks in the Recorp just pre-
ceding the address of the gentleman
from Texas [Mr. RAYBURN].

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana?

There was no objection.

EXTENSION OF REMARKS

By unanimous consent, permission to
extend remarks in the Recorbp, or to re-
vise and extend remarks was granted to:

Mr. JACKSON.

Mr. MarTiN of Iowa the remarks he
made in the Committee of the Whole
today and include certain tables.

Mrs. FRANCES P. BOLTON.

Mr. ByrNEs of Wisconsin (at the re-
quest of Mr. HALLECK) to revise and ex-
tend his remarks in Committee of the
Whole and to include extraneous matter.

Mr. HaLLECK to revise and extend his
remarks in Committee of the Whole and
to include extraneous matter,

Mr. REep of New York.

Mr. WOLVERTON.

Mr. O'KonsKI in two instances.

Mr. D'Ewart and to include extrane-
ous matter,

Mr. PuaiLeIN in three instances.

Mr. WiLriams of New Jersey and to
include a statement.

Mr. McCorMmack and to include an
editorial in remarks made by him in
Committee of the Whole today.

Mr. Byrp in two instances.

SENATE ENROLLED BILLS SIGNED

The SPEAKER announced his signa-
ture to enrolled bills of the Senate of the
following titles:

8. 54. An act for the relief of Juan Ezcurra
and Prancisco Ezcurra;

S.316. An act for the relief of Vera Lazaros
and Cristo Lazaros;

8.551. An act for the relief of Mamertas
Cvirka and Mrs. Petronele Cvirka;

5.850. An act for the relief of Alice Power
and Ruby Power;

S.931. An act for the relief of Vilhjalmur
Thorlaksson Bjarnar;

5.1038. An act for the relief of Silva
Galjevscek;

8.1137. An act for the relief of Utako
Eanitz;

5.1440. An act for the relief of Paolo
Danesi;

8.1652. An act for the relief of Robert A.
Tyrrell; and

8.2073. An act for the rellef of Esther
Wagner.
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ADJOURNMENT

Mr. HALLECK. Mr. Speaker, I move
that the House do now adjourn.

The motion was agreed to; according-
ly (at 4 o'clock and 35 minutes p. m.),
under its previous order, the House ad-
journed until Monday, March 22, 1954,
at 12 o’clock noon.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, executive
communications were taken from the
Speaker’s table and referred as follows:

1371. A letter from the Assistant Secre-
tary of Agriculture, transmitting the report
on cooperation of the United States with
Mexico In the control and eradication of
foot-and-mouth disease, for the month of
January 1854, pursuant to Public Law 8,
80th Congress; to the Committee on Agri-
culture.

1372. A letter from the Acting Commis-
sloner, Immigration and Naturalization Ser-
vice, Department of Justice, transmitting
coples of orders granting the applications
for permanent residence filed by the sub-
jects, pursuant to section 4 of the Displaced
Persons Act of 1948, as amended;to the Com-
mittee on the Judiciary.

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. HAGEN of Minnesota: Committee on
Post Office and Civil Service. Part 2, addi-
tional minority views on H. R. 6052. A bill
to readjust postal rates and for other pur-
poses (Rept. No. 1252). Referred to the
Committee of the Whole House on the State
of the Union.

Mr. DEVEREUX: Committee on Armed
Services, H. R. 8247. A bill to provide for
the restoration and maintenance of the U. 8.
B. Constitution, and to authorize the dis-
position of the U. S. 8. Constellation, U. 8. 8.
Hartford, U. S. 8. Olympia, and U. 8. S.
Oregon, and for other purposes; without
amendment (Rept. No. 1367). Referred to
the Commitiee of the, Whole House on the
State of the Union.

Mr. MILLER of Nebraska: Committee on
Interior and Insular Affairs. H. R. 4690. A
bill to provide for the erection of appro-
priate markers In national cemeteries to
honor the memory of members of the Armed
Forces missing in action; without amend-
ment (Rept. No. 1368). Referred to the
Committee of the Whole House on the State
of the Union.

Mr. DEVEREUX: Committee on Armed
Bervices. H. R. 2225. A bill to provide for
sundry administrative matters affecting the
Department of Defense, and for'other pur-
poses; with amendment (Rept. No. 1369).
Referred to the Committee of the Whole
House on the State of the Union.

Mr. EEATING: Committee on the Judi-
clary. 8. 984. An act making provision
for judicial review of certain Tax Court de-
cisions; with amendment (Rept. No. 1370).
Referred to the Committee of the Whole
House on the State of the Union.

Mr. JACESON: Committee on Foreign Af-
fairs. S. 1456. An act to amend the act
entitled “An act to authorize a permanent
annual appropriation for the maintenance
and operation of the Gorgas Memorial Lab-
oratory,” approved May 7, 1928, as amended;
without amendment (Rept. No. 1371). Re-
ferred to the Committee of the Whole House
on the State of the Union.
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REPORTS OF COMMITTEES ON PRI-
VATE BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar as follows:

Mr. GRAHAM: Committee on the Judi-
clary. 8.208. An act for the relief of Sister
Constantina (Teresia Kakonyl); without
amendment (Rept. No. 1362). Referred to
the Committee of the Whole House.

Mr. HYDE: Committee on the Judiciary.
8. 532. An act for the rellef of Giullo Squil-
lari, Mrs. Maggiorina Barbero Squillari, Ros-
anna Squlillari, and Eugenio Squillari; with-
out amendment (Rept. No. 1363). Referred
to the Committee of the Whole House.

Mr. GRAHAM: Committee on the Judi-
ciary. 8. 1209. An act for the relief of
Dr. Uheng Ehoo; without amendment (Rept.
No. 1364). Referred to the Committee of
the Whole House.

Mr. GRAHAM: Committee on the Judi-
ciary. 8. 1937. An act for the relief of
Rev. Francis T. Dwyer and Rev. Thomas Mor-
rissey; without amendment (Rept. No. 1365).
Referred to the Committee of the Whole
House.

Mr. GRAHAM: Committee on the Judi-
ciary. S. 2534, An act for the relief of
Dora Vida Lyew Seixas; without amendment
(Rept. No, 1366). Referred to the Commit-
tee of the Whole House.

PUBLIC BILLS AND RESOLUTIONS

Under clause 4 of rule XXII, public
bills and resolutions were introduced and
severally referred, as follows:

By Mr. ALBERT:

H.R.B8455. A hill to amend the Agricul-
tural Act of 1949 to provide a limitation on
the downward adjustment of price supports
for milk and butterfat and the products of
milk and butterfat; to the Committee on
Agriculture,

By Mr. COLMER:

H.R. 8456. A bill to provide for the con-
veyance of certain hospital supplies and
equipment of the United States to the city
of Gulfport and to Harrison County, Miss.;
to the Committee on Armed Services.

By Mr. DAVIS of Georgla:

H.R.8457. A bill to amend the Classifica-
tion Act of 1949, as amended, and the Fed-
eral Employees Pay Act of 1945, as amended,
and for other purposes; to the Committee on
Post Office and Civil Service,

By Mr. EDMONDSON:

H.R.B8458. A bill to amend the Agricul-
tural Act of 1949 to provide a limitation on
the downward adjustment of price supports
for milk and butterfat and the products of
milk and butterfat; to the Committee on

H. R. 8459. A bill to amend the act entitled
*“An act to authorize the operation of stands
in Federal builldings by blind persons, to
enlarge the economic opportunities of the
blind, and for other purposes'”; to the Com-
mittee on Education and Labor.

Mr. FISHER:

H.R. 8460. A bill to provide for payment
to members of the Armed Forces of compen-
sation at the rate of $1 per day for each day
spent in hiding during World War II to evade
capture by the enemy; to the Committee on
Interstate and Foreign Commerce.

By Mr. HOLT (by request) :

H. R. 8461. A bill to amend the Fair Labor
Standards Act of 1938, as amended; to the
Committee on Education and Labor.

H. R.8462. A bill to amend section 2 (2)
of the National Labor Relations Act; to the
Committee on Education and Labor.

H.R.8463. A bill to amend section 2 (2)
of the National Labor Relations Act; to the
Committee on Education and Labor.

Mareh 18

By Mr. MAGNUSON:

H.R.8464. A bill to amend the Agricul-
tural Act of 1949 to provide a limitation on
the downward adjustment of price supports
for milk and butterfat and the products of
milk and butterfat; to the Committee on
Agriculture.

By Mr. WICEERSHAM:

H.R.8465. A bill to amend the Agricul-
tural Act of 1949 to provide a limitation on
the downward adjustment of price supports
for milk and butterfat and the products of
milk and butterfat; to the Committee on
Agriculture.

By Mr. BARRETT:

H.R.8466. A bill to amend the Internal
Revenue Code so as to increase the personal
exemption and the exemption for depend-
ents to $800 for the 1954 taxable year and to
$1,000 for succeeding taxable years; to the
Committee on Ways and Means.

By Mr. BROYHILL:

H. R. 8467. A bill to establish a commission
to study passenger-carrier facilities and serv-
ices In the Washington metropolitan area,
and for other purposes; to the Committee
on the District of Columbia.

By Mr. LESINSEI:

H. R. 8468. A bill to amend the Civil Serv-
ice Retirement Act of May 29, 1930, as
amended, to provide annuities for certain
former employees separated prior to April
1, 1948, on a basis equal to that applicable
to those separated on or after April 1, 1948,
and for other purposes; to the Committee
on Post Office and Civil Service.

H.R.8469. A bill to amend the Civil Serv-
ice Retirement Act of May 29, 1930, as
amended, to allow survivorship options on
an equal basis for all persons having annuity
rights under such act; to the Committee on
Post Office and Civil Service.

By Mr. LOVRE:

H.R.8470. A bill to amend the Internal
Revenue Code to provide that the tax on
admissions shall not apply in the case of
admissions to certain rodeos; to the Commit=
tee on Ways and Means.

By Mr. McCARTHY:

H. J. Res. 473. Joint resolution establishing
a Joint Committee on Information, Intelli-
gence, and Security; to the Committee on
Rules.

By Mr. BROOKS of Louisiana:

H.J.Res. 474. Joint resolution providing
for a report of public-works planning by the
Bureau of Reclamation, Corps of Engineers,
and the Bureau of Public Roads; to the Com-
mittee on Public Works.

By Mr. STRINGFELLOW:

H. J. Res. 475. Joint resolution establish-
ing a Joint Committee on Internal Security;
to the Committee on Rules.

By Mr. SCHERER:

H. Con. Res. 214. Concurrent resolution ex-
pressing the sense of Congress that the Sani-
tary Engineering Center, Cincinnati, Ohio,
should be known as the Robert A, Taft Sani-
tary Engineering Center; to the Committee
on Public Works.

By Mr. HESS:

H. Con. Res. 215. Concurrent resolution ex-
pressing the sense of Congress that the Sani-
tary Engineering Center, Cincinnati, Ohio,
should be known as the Robert A. Taft Sani-
tary Engineering Center; to the Committee
on Public Works.

y Mr, RICHARDS:

H. Con. Res. 216. Concurrent resolution es-
tablishing a Joint Committee on Central In=-
telligence; to the Committee on Rules.

MEMORIALS

Under clause 4 of rule XXII, memo=
rials were presented and referred as
follows:

By Mr. LANE.

Memorial of the General Court of Massa=
chusetts memorializing the Congress of the
United States to enact legislation requiring
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a study relative to the effect of inshore drag-
ging on ground fish populations; to the Com-
mittee on Merchant Marine and Fisheries.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private
bills and resolutions were introduced and
severally referred as follows:

By Mrs. FRANCES P. BOLTON:

H.R.8471. A bill for the rellef of George
Tyson Campbell; to the Committee on the
Judiciary.

By Mr. CARNAHAN:

H. R, 8472. A bill for the relief of Willlam
R. Fleetwood; to the Committee on the
Judiciary.

By Mr. HARRISON of Nebraska:

H.R.8473. A bill for the relief of Ursula
Knobloch Perry; to the Committee on the
Judicliary.

By Mr. HOLT (by request) :

H.R.8474. A bill for the relief of Anton
and Rosanda (Rosana) Jugo; to the Com-
mittee on the Judiciary.

By Mr. HOPE:

H.R.8475. A bill for the relief of Mrs.
EKatherina B. Bennett; to the Committee on
the Judiciary.

By Mr. KEATING:

H.R.8476. A bill for the rellef of Mrs.
Isoclde Frohne; to the Committee on the
Judiciary.
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By Mr. ELEIN:

H.R.8477. A bill for the relief of Miriam

Leser; to the Committee of the Judiciary.
By Mr. LANE:

H.R. 8478, A bill for the relief of Eerope
and Ardemis Nahabedian; to the Committee
on the Judiclary.

By Mr. MACHROWICZ:

H.R. 8479. A bill for the rellef of Marek S.

Eorowicz; to the Committee on the Judiciary.
By Mr. RAY:

H. R. 8480. A bill for the rellef of Caterina

Ruello; to the Committee on the Judiclary.
By Mr. GRAHAM:

H. J. Res, 476. Joint resolution to confer
jurisdiction on the Attorney General to de-
termine the eligibility of certain aliens to
benefit under section 6 of the Refugee Relief
Act of 1983; to the Committee on the
Judiciary.

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions
and papers were laid on the Clerk’s desk
and referred as follows:

565. By Mr. JENEINS of Ohio: Petitlon of
41 citizens of Meigs County, Ohio, protesting
against the passage of S. 2150, a bill to pro-
vide for United States participation in the
construction of the St. Lawrence seaway; to
the Committee on Public Works.

566. By the SPEAKER: Petition of the
chairman, The U. 8. Flag Committee, Jack-
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son Heights, Long Island, N. Y., g
their endorsement of House Joint Resolution
243, which calls for an amendment to the
Ppledge of allegiance to the flag of the United
States; to the Committee on the Judiciary.

567. Also, petition of the president, United
Neighbors, Inec., Los Angeles, Calif., relative
to constitutional amendment—United States
Supreme Court decision—Barrows v. Jackson;
to the Committee on the Judiciary.

568. Also, petition of the chairman, State
Legislative Council, Oklahoma City, Okla.,
transmitting a supplementary statement to a
resolution submitted by the roads and high-
ways committee pertaining to H. R. 7124; to
the Committee on Public Works.

569. Also, petition of the city clerk, An-
sonia, Conn., concerning unemployment in
the city of Ansonia, Conn.; to the Committee
on Ways and Means.

570. Also, petition of Lawrence J. Fontana,
St. Louis, Mo., requesting that action be
taken against the excessive imports of for-
eign bicycles into this country; to the Com-
mittee on Ways and Means.

571. Also, petition of the chairman, Lith-
uanian Independence Day Committee, Mel-
rose Park, Ill., relative to voleing gratitude
to the Government of the United States for
its steadfast adherence to the principles of
morality and democracy in International re-
lations and for the support constantly ex-
tended to the cause of independence of Lith-
uania; to the Committee on Forelgn Affairs.

EXTENSIONS OF REMARKS

Anacostia River Flood-Control Project
EXTENSION OF REMARKS

HON. JOHN MARSHALL BUTLER

OF MARYLAND
IN THE SENATE OF THE UNITED STATES
Thursday, March 18, 1954

Mr. BUTLER of Maryland. Mr. Pres-
ident, I ask unanimous consent to have
printed in the REcorbp a statement which
I made on February 16, 1954, before the
Army Civil Functions Subcommittee of
the Senate Committee on Appropria-
tions, in support of Federal appropria-
tions to enable the start of the Anacostia
River flood-control project.

My purpose in inserting this statement
is twofold: First, again last week the
Peace Cross—Bladensburg, Md., area—
was inundated by floodwaters; second,
very shortly the Senate will be called
upon to approve appropriations for Army
civil functions, included in which are
funds for this essential project.

There being no objection, the state-
ment was ordered to be printed in the
REecorp, as follows:

AwnacosTia River FLooD-CoNTROL PROJECT
(Statement by Hon. JoEN MARSHALL BUTLER,
of Maryland)

I deeply appreciate this opportunity to give
you my views with regard to appropriations
for the Anacostia River flood-control project.
To me, it has been especially encouraging to
note that this appropriation, among others,
was recommended by President Eisenhower
in his recent budget message.

In recent weeks I have sent to each mems-
ber of the Senate Appropriations Committee
an analysis of the intolerable conditions
which occur much too frequently in the vi-
cinity of the Peace Cross near Bladensburg,
Md. The focal point of the Anacostia River

flood-control project surrounds this area.
Your very kind responses to my correspond-
ence have given me renewed hope and op-
timism that finally, after too many years,
this essential flood-control project will be
commenced.

Very briefly may I outline those significant
factors which have moved me to advocate so
strenuously the approval of this particular
appropriation? In my judgment, these
points are well reasoned and are as follows:

1. The periodic floods in the vicinity have
resulted in many, many years of deplorable
hazard, serious inconvenlence, and unneces-
sary damage to property, to say nothing of
the fact that highway transportation is ob-
structed for lengthy intervals. The serious-
ness of this situation, as it relates to the
defense of the Nation's capital cannot be
minimized, and in my opinion, these un-
tenable and recurrent conditions cannot be
permitted to continue.

2. From a civil defense standpoint, high-
ways—alternate Route 1 and Route 50—
passing through Peace Cross have been des-
ignated by the Department of Defense as first
priority military highways for the movement
of military vehicles and equipment. In the
event of a military emergency, the Inunda-
tion of Peace Cross by flood waters would
present very serious problems which would
confound our military and civil defense
forces and greatly contribute to mass
hysteria.

3. In 1953 there were 20 floods at the
Peace Cross, and 1t is estimated that 35,000
automobiles per day use this arterial high-
way intersection. In the opinion of experts,
this is one of the most heavily congested
surface Intersections in the country. At
flood stage it requires little imagination to
visualize the tremendous congestion and
confusion.

4. Quite naturally, a tremendous number
of Government employees use these vital
traffic arteries in traveling from their homes
in Maryland to their offices and return,
and this number increases each year with
the growing population density and residen-
tial development in nearby Maryland. With
this point in mind, and that for

20 days in 1952 (often for 111 consecutive
hours) and 32 days in 1953 (often for as long
as 144 consecutive hours) the Peace Cross
was under water, a great many man-hours
resulting from lateness or absence can be
accumulated, which, when computed In
terms of nonproductive wages and salarles,
could result in a sizable sum of wasted Fed-
eral funds. Such a sltuation is certainly
and completely inconsistent with the objec-
tives of efficiency and economy as e

by President Eisenhower and the new admin-
istration.

5. A project to protect the area is part of
a more comprehensive flood-control and
navigation project for the Anacostia River
and tributaries, authorized by Congress in
the Flood Control Act approved May 14, 1950,
in accordance with the recommendations of
the Chief of Engineers as contained in House
Document 202, 81st Congress. The plan of
improvement provides in general for channel
improvement along the river and its north-
east and northwest branches, together with
the construction of levees, pumping plants,
and appurtenant facilities,

6. The General Assembly of the State of
Maryland, in 1953 likewise gave special at-
tention to this problem by authorizing the
expenditure of $4,250,000 to carry out the
State's obligation of the flood-control plan
as prepared by the Corps of Engineers, United
States Army. However, there is a qualifica-
tion on this money which requires that the
Congress must make available a minimum
appropriation as evidence that the Federal
Government is prepared to meet its obliga-
tion.

7. In the absence of Federal funds, the
State of Maryland has proposed measures
which might alleviate, in part, these serious
circumstances. The Maryland State Roads
Commission would expend $600,000 to raise
the level of certain main and arterial roads.
Frankly, I belleve that such steps are imprac-
tical and inconsistent with the planning of
the project. Conceivably, and there is much
authoritative opinion to substantiate this
point, these roads would require further
alteration when construction of the entire
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